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Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 


Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 
much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 
Look, here’s proof... 





This {s the first copy made with a fresh sheet of 


ycoype Park Avenue Carbon Paper. See how sharp, , 


clear, and distinct it is. You'll find succeeding 
copies will also be clean, crisp, and easy to read. 
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Glory be! How is it possible? 


Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
ach sheet, top to bottom, so that all areas of the paper can be used. 

Isn’t it hard to get, these days? 

Not at all! It’s as easy as picking up your phone and calling your local Royal 


Typewriter Representative or Roytype dealer... Hey, where are you going? 


I'm going in and see that smart boss of mine. And, lady, I’m going to eat crow! 
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**,..and I looked him straight in the eye and said, “NO! “’ 


Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Noytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and _rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 


hand. 





Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 


*Trade-mark Registered U. S. Pat. Off. 








Copr. 1944, Royal Typewriter Company, Inc, 
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DITTO 


Business Systems 
are 


Individually 
Compounded ! 









Is Your business “‘different?’”’ Good! 
Then you'll find it profitable to consult 
with a Ditto Business Systems designer. 
There’s one in your city or nearby—a 
man who knows by years of experience 
how to design and apply Ditto methods 
io “ all of the different kinds of busi- 
oi oerations— 


" PRODUCTION -—save up to 36 


hours getting orders into your shop! 


PURCHASING -— Get raw materials 


into your plant 10 days faster! 
PAYROLL—AII records from one 
single writing! 


ORDER -BILLING-— Eliminate 90 


per cent of all typing! 














CONSULT A D ITTO DITTO, Inc., 695 S. Oakley Blvd.’ Chicago 12, lll. 
BU S | N ES S SYSTEM S Manufacturers of Business Machines and Supplies 
DESIGNER REGARDING * 
YOUR INDIVIDUAL BUY WAR BONDS 
AND STAMPS 
REQUIREMENTS! x 











DI 














The Controller, January, 1945 





CPA. EXAMINATION _ 


IAS offers to qualified 


accountants a coaching 
course which produces 
effective results. The 
enrollment fee is $42. 
For deseriptive book- 
let address a letter to: 








A CORRESPONDENCE SCHOOL SINCE 1903 


3411 SOUTH MICHIGAN AVENUE, CHICAGO 16. ILLINOIS 





me Accountants Noccely, Lie. 
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Ldttortal Comment 


Controllers Lookin 2 Ahead 


NY controller who can foretell or predict with a 
reasonable degree of accuracy, what 1945 is to 
bring forth in the way of changes and new problems for 
solution, is of great value and usefulness not only to his 
company, but also to American business as whole, if he 
will pass his thoughts along to controllers generally, 
and through them to the business world. 

It is more than likely that a great majority of con- 
trollers have formulated their ideas as to what they 
will encounter in 1945, in the way of new situations. 
It will be interesting for them to look back, twelve 
months hence, to check their early thinking. They 
know, of course, what will be required of them to han- 
dle problems which already have been defined, many 
of which presented themselves in the year just closed. 

Problems of war contract terminations and settle- 
ments, and of reconversion with all that it entails, will, 
undoubtedly, come up for handling before 1945 comes 
to a close. That is the fervent hope of all. The defer- 
ment of contract terminations and of reconversions on 
a large scale, which took place in 1944, will serve only 
to accentuate the need of correct handling when the 
time does come that the progress of the war will per- 
mit the government and business men to enter on these 
phases of the economic cycle. 

New federal revenue legislation, changes in the so- 
cial security law, and other possible federal enactments 
which would have the effect either of modifying con- 
trols of business which are now in force, or of setting 
up new ones, must be awaited with patience, and con- 
trollers must be alert to interpret any such new legis- 
lation or changes in regulations, so that they may be 
applied correctly to individual cases. 

It is easy to foresee that 1945 will be in no way less 
burdensome to controllers and business managements 
than was 1944, and indications are that it will present 
problems even more grave than those of previous years. 


Return to Early Program? 


The war, with its attendant extra burdens and its 
heavy demands on controllers, has prevented control- 
lers and their national organization, The Controllers 
Institute of America, from moving ahead in matters 
which have been awaiting study for years—matters 





which are of extreme importance to the American econ- 
omy, and to business managements. Some of these mat- 
ters loom so large in importance and in their impact 
on business that it is more than likely that attempts 
to solve them will not be deferred much longer. It 
would be easy indeed to come to the conclusion that 
these matters could wait until the war is over, or even 
until business has adjusted itself again to peace time 
pursuits. But some of the problems are deeply inter- 
twined with these matters of winding up war business 
and changing over to peace time production, selling, 
and distribution, and there is much to be said in favor 
of trying now, possibly in 1945, to analyze, assess, clar- 
ify, define, and solve problems which have been before 
controllers for years, awaiting attention at their hands. 

Time, and other agencies, may answer, possibly in 
less than satisfactory manner, some of the questions 
which have been before controllers for years, if they 
are indifferent to them, and fail at least to try to find 
the correct solutions. Controllers now have a new in- 
strumentality at their disposal—or perhaps it would 
be more in order to say that American business has this 
new agency for such use as it may care to make of it— 
the Controllership Foundation, Inc. This will probably 
mean that 1945 will see considerable progress in a con- 
structive direction, which would merely be the reinstal- 
lation of The Institute’s program, interrupted by the 
war, with the additional impetus which undoubtedly 
will be given by the Foundation. 

The new year should be stimulating, as well as bur- 
densome. 


Brief Glance at 1944 


. needs only a cursory examination of the record of 
developments in the field of controllership in 1944 
to bring to light a picture of rapid fire events, impor- 
tant legislation, and a long list of other matters with 
which controllers are deeply concerned. These items 
represent an almost overwhelming burden on business 
managements, especially controllers. Hardly a month 
passed which did not present new legislation or regula- 
tions with which controllers found it necessary to fa- 
miliarize themselves. 

It is not surprising that controllers have earned fot 
themselves the reputation of being the shock absorbess 
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of the business world, the men who bear the brunt of 
control by government, as just one of their many re- 
sponsibilities. Here are samples of the items which 
were developed and handled in 1944: 

Accounting and recording regulations developed for 
use in arriving at fair termination settlements. 

Application of the salary stabilization rules was im- 
proved, if not perfected. 

Pension plan qualification by the Treasury Depart- 
ment was illuminated and to some degree reduced to 
uniformity, with scores of pension plans approved. 

A report and recommendations made by a Special 
Committee on Termination Audit Procedures of The 
Controllers Institute of America was published in Jan- 
uary. Of the seventeen recommendations made, sixteen 
were later incorporated in federal statutes and regu- 
lations. 

The Contract Termination Board prepared and pub- 
lished on January 9, a uniform article for termination 
of war contracts. This was done under the direction of 
Bernard M. Baruch and his associates. The uniform 
article was promulgated by War Mobilization Director 
Byrnes. 

A statement of cost principles to be used in com- 
puting terminated contract settlements was made pub- 
lic at about the same time. 

An article on “The Function of Industrial Control- 
lership,” by David R. Anderson, of the Kendall Com- 
pany, of Walpole, Massachusetts, was published in 
“The Accounting Review,” for January. It was a valu- 
able contribution to the literature of controllership, 
which was reprinted in THE CONTROLLER. 

Controllers developed plan to make available to in- 
stitutions of higher learning material concerning con- 
trollership functions, for use in class rooms, in courses 
for students who hope to prepare themselves to be- 
come controllers after having acquired necessary ex- 
perience. 

Messrs. Bernard M. Baruch and John M. Hancock 
released a report on February 19, outlining the ground 
work for termination procedures, and for the disposal 
of surplus property. It was to be largely implemented 
by legislation later in the year. 

A new federal revenue act was passed over the 
President’s veto. 

The Advisory Committee on Government Question- 
naires, on which The Controllers Institute of America 
has two representatives, was largely instrumental in 
bringing about a reduction from nineteen pages to 
four pages, of Form A of the OPA. The reduction was 
brought about by the efforts of a Special Committee 
on Financial Reports, a subcommittee of the ACGQ, 
under the chairmanship of Mr. E. E. McConnell, of 
the Norton Company, of Worcester. : 

“Government by Accounting Principles,” an article 
by Thomas H. Sanders, Professor of Accounting, Har- 
vard Graduate School of Business Administration, ap- 
peared in the spring number of “Harvard Business 
Review,” a significant and constructive article. 
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Recommendations with respect to speedy settlement 
of terminated war contracts were presented in May to 
Congress and to various Washington boards, by The 
Controllers Institute of America. They were prepared 
by The Institute’s Committee on War Contract Termi- 
nation Policies and Procedures, of which Dundas Pea- 
cock, of the Elliott Company, of Jeannette, Pennsyl- 
vania, was chairman. 

A member of The Controllers Institute of America, 
Mr. Ernest L. Olrich, was named head of a new Treas- 
ury Department Unit to handle disposal of surplus 
consumer goods. 

Renegotiation of profits from war contracts con- 
tinued, with less confusion than in the early stages. 

A law to govern war contract termination proce- 
dures was enacted in June. It incorporated most of the 
recommendations made by The Controllers Institute of 
America. 

The varying policies of companies with respect to 
destruction of company records were studied by the 
Committee on Technical Information and Research, 
of The Controllers Institute of America, and a report 
was made public in July. 

Robert H. Hinckley was named in July as Director of 
Contract Settlement, and took up his duties on August 1. 

The second report of the Committee for Economic 
Development made its appearance in mid-summer in 
the form of a book entitled “The Liquidation of War 
Production,” with constructive and helpful material, 
by Dr. A. D. H. Kaplan. 

Pre-determination of and agreement on many of the 
factors which must enter into the settlement of a termi- 
nated war contract, was put forward in August as a 
means of speeding settlements. Lack of preparation on 


‘the part of the contractor was cited as the greatest sin- 


gle cause of delay in settlement. 

A surplus property disposal bill was enacted in the 
early fall. 

New withholding procedures and forms were an- 
nounced in the fall, to become effective December 1. 

Recommendations with respect to future federal tax 
policies came during the year from three or four re- 
sponsible sources. They varied widely, and have yet to 
be reconciled—if that is possible. 

Non-necessity certificates as applied to war facili- 
ties, what they are good for, and how to obtain them, 
came to the fore in October. The Controllers Institute 
of America published a special report on them. 

The above highlights of 1944, although not a com- 
plete list of developments, are sufficient indication of 
what the year which has just closed meant to control- 
lers and business managements. 


Good Wishes for 1945 


HE Controllers Institute, and the conductor of 
these pages, wishes all controllers a constructive 
and productive year in 1945, with all the joys that are 
to be had in these troubled but courage-evoking days. 


AEs T. 











History reveals that, except for degree, 
every war presented some similarity in the 
ptoblems of postwar adjustment. The 
aftermath of this war will follow some 
orthodox trends, but the degree will be 
of such dynamic proportions so as to 
make possible revolutionary changes. 

Frederic Paxson, in his book, “Recent 
History of the United States’, published 
in 1921, comments on the period that fol- 
lowed the last war: 


“From a state of war, with elaborate gov- 
ernment control over every relationship of life, 
there had been the sharp transition into non- 
war, if not real peace, with individual com- 
petition resumed and with world shortage 
disturbing the equilibrium of every industry. 
Extravagance and scarcity, high prices and 
labor unsettlement, unfulfilled hopes of a mil- 
lennium and opportunities for successful greed, 
profiteering in material things and effort to 
gain advantage for panaceas of reform, crowded 
before a public that was wearied with efforts 


and lacked admitted leaders.” 


The size of our armed forces, the extent 
of their mechanization and the adaptation 
of scientific instruments for destructive 
purposes, have been of such tremendous 
proportions that the expenditures required 
to meet the extraordinary demands make 
it extremely difficult to find a level that 
should determine the readjustments neces- 
sary to establish a postwar normal year. 

To a large degree this will depend upon 
a viewpoint. Will it be optimistic or pessi- 
mistic? There are fertile and justifiable 
areas for opposing prospects. The primary 
approach must avoid defeatism, otherwise 
we will destroy the confidence that will be 
necessary to maintain purchasing power. 
Considering the size of the national debt, 
one is led to the conclusion that wealth 
can be created or destroyed by a nation’s 
point of view. 


SALES POTENTIALS 


The foundation of our planning begins 
with sales potentials. This demands a 
calm, practical evaluation of the unusual 
dimensions of current and immediate post- 
war economic levels—a weighing in the 
scales of the favorable and unfavorable 
factors. 

It is probable that upon the cessation of 
war in the European zone, industry will 
face a 40 per cent. reduction in govern- 
ment business. The terminations will re- 
late mainly to Army contracts. It is to be 
expected that, assuming that the Japanese 
phase of the war will continue for a year 
to eighteen months, the present contracts 
of the Navy will slightly and gradually be 
reduced as complete termination of the 
war is being approached. 

In that connection, it is important to 


Readjustment Problems of Business 


By Edward E. Lewis 


contact your contracting officer, to deter- 
mine the specific effect of the termination 
program on the existing and future war 
business of your company. 

It is estimated that the accumulated 
liquid savings of individuals (exclusive of 
ownership values in homes, insurance poli- 
cies and earnings of unincorporated busi- 
nesses) will have increased from $13 
billion at December 31, 1940 to approxi- 
mately $71 billion at the end of 1944. In 
considering the potential purchasing 
power in this increment of $58 billion of 
savings, it is both important and significant 
to contemplate that only $8 billion thereof 
was accumulated by 73 per cent. of the 
people—this large group received incomes 
of $3,000 or les per annum. 

It emphasizes that (1) lower income 
groups have low reserves and they will 
not indulge in spending unless they 
have some assurance of continuity of 
employment; and (2) released savings 
will be largely reflected in purchases 
of products and luxuries generally de- 
sired and acquired by people in higher 
earning brackets. 

Consumer credit, which at the end of 
1943 approximated $514, billion, repre- 
sented a reduction of $414 billion of 
the amount outstanding during 1941. 
Assuming purchaser confidence, the 
availability of consumer goods should 
quickly pick up this decrease. Probably 
the 1941 limit of consumer credit will 
be lifted to higher levels. 

The most tangible impetus to postwar 
commercial operations resides in the de- 
ferred demand created by complete 
stoppage of production of a vast number 
of durable and semi-durable consumer 
articles during the war. 

The magnitude of this deferred de- 
mand is indicated in the following com- 
ments which appeared in a memoran- 
dum recently released by the office of 
Price Administration: 


“During 1942, 1943 and 1944 these consum- 
ers’ durables have been out of production, either 
completely or in major part. If, during these 
three years, the 1941 rate of production had 
continued, here is the number of these goods 


that would have been put on the market for 
American consumers : 


10,980,000 
10,500,000 

6,042,000 

6,351,000 
16,755,000 

7,923,000 
41,100,000 
82,380,000 
10,400,000 
14,010,000 


Automobiles 
Refrigerators 
Washing machines 
Vacuum cleaners 
Electric irons 
Toasters 

Radios 

Clocks and watches 
Furnaces and heaters 
Stoves and ranges 


It may be unsound to expect any 
rush to acquire these products because 
(a) there must be assurance of continu- 
ity of een to prospective pur- 
chasers; (b) savings (with the exception 
of a small minority) are insufficient to 
permit purchases of all articles that 
have not been available for the past 
three years; and (c) ambitious and im- 
aginative advertising has led the po- 
tential customer to expect new designs, 
exceptional performance and spectacu- 
lar innovations—we have created a 
selective market. 

Further restrictions on the output of 
an individual concern will generate 
from expanded facilities and newcomers 
in the business. Current advertising in- 
dicates that the number of household 
appliances, radios, and other consumer 
durable articles will be greatly ex- 
panded. This condition joined with the 
expectation that consumers will rush in 
to satisfy a long-deferred desire to ac- 
ya many articles may pyramid pro- 

uction schedules and hasten a depres- 
sion. In this phase industry faces a 
tremendous responsibility if it assumes 
any moral duty toward attainment of 
national economic stability in the post- 
wat era. 

Some way should be found to permit 
an industry to plan a stabilized produc- 
tion without colliding with anti-trust or 
other laws that are in the public's wel- 
fare. This is an area in which govern- 
ment and industry should collaborate to 
accomplish planning that will avoid 
serious abnormal and subnormal (and 
they are sure to follow) production 
trends. 





Corporation of America. 





NEITHER DEPRESSION NOR BOOM 


That is the forecast for the early postwar period, which is developed 
by Mr. Lewis in this paper, presented at the October 12, 1944 meeting 
of the Philadelphia Control. The author’s analysis is reassuring and 
worthy of careful reading. He is a member of the executive staff and 
director of accounts and finance of the RCA-Victor Division of Radio 


—THE EDITOR 
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In the Immediate Postwar Period 


It would seem desirable to deliber- 
ately plan a rate of sales reasonably con- 
sistent with a normal prewar year, plus 
a rather conservative increase to allow 
for some pick-up account of deferred 
demand. If this results in underestima- 
tion, a period of second shift operations 
may fulfill the requirements. 

A middle group approach to postwar 
volume seems to be contained in a com- 

arative estimate of Gross National 
Product (1940 versus 1946) recently 
compiled and released by the United 
States Department of Commerce. For 
the purpose of this discussion I shall 
enumerate a condensed version of the 
estimate, comparing the 1940 figures 
with the estimates of 1946—the latter 
adjusted to 1940 purchase dollar in 
order to effectuate a more factual com- 
parison as a basis for planning output 
requirements. 


that real financial returns will be avail- 
able in less than fifteen to twenty years. 
American investments will be wel- 
comed, but this offers no assurance of 
limited competition. The industrialized 
countries of Europe will be seeking to 
establish orbits of influence in trade. 
England and Russia, pressed by neces- 
sity, have made tremendous advances in 
volume production. They will seek to 
exploit this “know-how”. 

In this connection, Russia’s emphasis 
of the importance of cost control in a 
social plan is significant. It is expressed 
in an excerpt from an article written by 
a group of Russian economists which 
recently appeared in the “New York 
Times.” It states, in part: 

“The indispensable method of planned di- 
rection of national economy under socialism is 


cost accounting, which is based on the con- 
scious use of the law of value. Socialist man- 


Gross National Product 


(National income plus business reserves and business taxes) 
(in millions) 


Consumers’ Goods and Services 


Services (housing, medical, recreation, etc.) ... 
Perishable Goods (foods, tobacco, fuel, newspapers) . 
Semi-durable Goods (clothing, auto replacement parts) 


Durable Goods (household furnishings, radios, musical 


instruments, passenger cars) 


Total Consumers’ Goods and Services ........ 


Producers’ Goods 


Equipment (factory, farm and mining machinery, busi- 
ness and railroad vehicles, ships, aircraft) ... 


Private Construction 


motel Producers’ Goods: < .26 2. 6.0 oc oecces cae 


Other 


Inventory change, net exports, monetary gold and silver 


Government 


BRUTE COMSRLE CLONE 66 oN ions 6b ecco oo-d wes 
MEL MMRMMME SN Wat ic c 8. a ai hele sao n ee Rao 


Total Government 


Total Gross National Product .........02005: 


Various other phases that affect vol- 
ume and income may be unusually af- 
fected by the by-products of the influ- 
ences of war. Expansion of markets in 
foreign countries is to be contemplated. 
Need for construction material, food 
and clothing, machine tools, farm equip- 
ment, and public utility facilities such as 
communication and power apparatus 
will be great. 

American manufacturers must be pre- 
“ate to finance their operations in 
oreign countries with a view to long- 
fange investment. It seems doubtful 























1946 Estimated 
1940 Actual (at 1940 prices) 
% Increase 
Amount Amount over 1940 
$ Jo 
ey 23,542 30,600 30.2 
28,623 39,100 36.6 
3293 13,800 48.6 
ae 8,278 14,600 76.4 
ieee 69,736 98,100 40.7 
pg 7,401 12,900 74.2 
ie 4,521 11,800 161.0 
oe ax 11,922 24,700 107.2 
3,500 200 94.3 
earndes 2,754 3,500 27.1 
9 ae rs 9,088 15,900 75.0 
Eo 11,842 19,400 63.8 
ne 97,000 142,400 46.8 


agement is based upon the precise correlation 
of the expenditure of labor and material 
means, on the one hand, and the results of 
production on the other hand. Such a compari- 
son is carried out in each Socialist enterprise. 

“But the comparison of the expenses of an en- 
terprise in the course of a given period with 
the whole mass of production turned out dur- 
ing that period presupposes the relating both 
of expenses and of results of production to a 
common denominator. 

“Such a common denominator exists: It is 
the cost of the commodity. Cost accounting is 
based on the fact that the expenses and the 
results of production are given a cost expres- 
sion, that is, are expressed in the form of 
definite sums of money. The strict carrying 
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out of cost accounting is a means for discover- 
ing all sorts of unbusiness-like actions, of re- 
ducing the individual expenses of production 
in a given enterprise to the minimum.” 


Paralleling our consideration of the 
opportunities that exist in foreign mar- 
kets, we should evaluate the social and 
financial benefits that may accrue from 
the investment of venture capital to de- 
velop markets at home. 

The national income produced per 
capita in the East-South-Central region 
during 1942 was less than $470, whereas 
in the Middle Atlantic and the Pacific 
areas it was $1061 and $1154 respec- 
tively. 

In the Southern and Mountain zones 
of the United States there exist oppor- 
tunities for development of markets 
and national income of considerable 
magnitude. 

The development of higher standards 
of living rarely, if ever, precedes edu- 
cational processes. The countries having 
decent living conditions are those which 
have reached relatively acceptable edu- 
cational levels. The acceptance of this 
premise points to the expansion of 
higher living standards in many sections 
of the United States and the resulting 
increment in purchasing power. 

Over 44 million adults (over 25 years 
of age), or 60 per cent of the total adult 
population of this country, had eight 
years or less of education. This measure 
of limited literacy is emphasized to a 
greater degree in some classes. 

Herein lies a great moral responsibil- 
ity, and an opportunity for industry and 
venture capital to build higher stand- 
ards for our people and to expand mar- 
kets at home. 

Recognition must be given to the 
shift of population. Since 1939 the pop- 
ulation of California increased 5214 per 
cent. Indiana increased approximately 
39 per cent.; Ohio 3714 per cent. 

There may be some relocation later 
on that may affect certain articles which 
you produce. This may be in the trans- 
portation field; it may be in low cost 
housing. 

Postwar price levels will be of major 
importance in determining sales volume. 
Certainly, the level should be so estab- 
lished as to avoid repetition of the de- 
structive inflationary trends that oc- 
curred during the previous postwar era. 

In the period of 16 months, ending 
in August 1920, prices (excluding food 
and farm products) increased 48 per 
cent., and immediately thereafter they 
slumped drastically so that by July 1921 
they were 18 per cent. below the 1919 
low level. 





The serious effect of this was evi- 
denced in the trend of factory payrolls. 
In July 1920, payrolls were 36 per cent. 
higher than the early part of 1919, but 
by January 1922 they were about one- 
half of the 1920 peak. This represented 
a reduction of 22 per cent. from the 
1919 low level. 

Therefore, it is not surprising that 
the government intends to continue 
price control. Price Administrator Ches- 
ter Bowles recently stated: 

“Reductions in costs of production resulting 
from increasing efficiency must be handed on 
to the consumer in the form of lower prices. 
It is an experience which strongly suggests that 
small profit margins on a large volume of pro- 
duction not ns serve the interests of our 
whole system, but provide larger profits to 
the owners and managers of industry than the 
opposite policy of high prices, high unit profits 
and restricted production.” 


I am of the opinion that the afore- 
mentioned philosophy has been gener- 
ated by the effect of large volume pro- 
duction of goods required for the war 
program. This abnormal volume will 
not be required to meet consumer mar- 
kets. Furthermore, some industries had 
reached a rather high point of efficiency 
during the prewar years. In view of this, 
it appears that some adjustment of 
prices will be necessary in some indus- 
tries in order to compensate for in- 
creases in material and labor costs. 

The Office of Price Administration 
has recently suggested certain reconver- 
sion pricing formulas, among them be- 
ing (1) base (1941) selling price 8 
increase in direct labor costs (including 
wage premiums), plus increases in direct 
materials costs, equals new selling price; 
and (2) base period unit factory cost 
plus increases in both direct and indirect 
wages and material costs, plus 1939 dol- 
lar markup, equals new ceiling price. 

It is interesting to note that this view- 
point is not localized to this country. 
Mr. Donald Gordon, chairman of the 
Canadian Wartime Prices and Trade 
Board, recently stated: 

“The procedure will be to maintain stable 
prices, established at the basic period level of 
1941, and as goods formerly prohibited or re- 
stricted begin to reach the market they, too, 
will be priced at the level which they had 
already established, or—for new goods—at the 


level which would have been appropriate if 
they had been sold in the Fall of 1941.” 


If your commercial products have 
been produced during the war period, it 
is probable that their current price levels 
wholly or partially reflect the material 
and labor increases that have occurred 
during the past two or three years. 

The problem of determining a proper 
postwar price level affects, in much 
greater weight, those articles which have 
not been preduced during the war. I am 
of the opinion that these prices will be 
adjusted so as to reflect a compromise 
that recognizes material and labor in- 
creases, elimination of overtime prem- 





iums, labor turnover and other excess 

war costs, the benefits of increased vol- 

ume and acceptance of lower profit 
levels. 

In collaborating with the government 
for the purpose of establishing proper 
price levels, industry will recognize its 
responsibility to avoid inflationary price 
trends and depression of employment. 

There has been some overemphasis of 
the effect of surplus war materials on 
postwar volume. If the recent estimates 
of the value of the surplus war goods 
which will be available for civilian pur- 
poses, amounting to $714 billion, is 
correct, then this should not seriously 
restrict production for postwar markets. 

Furthermore, it is probable that some 
of these surplus war materials will be 
shipped into foreign countries for ab- 
sorption in areas which probably do not 
represent normal commercial markets, 
at least for some time. 

Under the Surplus Property Disposal 
Act, certain government agencies have 
been appointed to direct disposal of the 
surplus war goods in a manner that will 
permit of maximum use for the war ef- 
fort and avoid dumping and resulting 
depression of price levels during the 
postwar period. The program contem- 
plates the appointment of manufactur- 
ers as agents of the government for the 
purpose of controlling the disposal of 
articles which the manufacturers orig- 
inally produced. 

In this connection, my company has 
already signed an agency agreement per- 
taining to the disposal of electronic 
tubes. In this we agree: 

(1) To use these tubes in government con- 
tracts. If, in so doing, we stop produc- 
tion of current orders we may file a claim 
for costs incurred by such stoppage. 

(2) All other tubes are to be disposed of on 
a quota basis, this quota to be determined 
mutually by Defense Supplies Corpora- 
tion and my company. It is recognized 
that the release of the surplus tubes 
should be at a level which will avoid a 
depression of employment to an unaccept- 
able average number of hours of work. 

(3) Tubes are to be sold at current market 
prices. No lowering of prices is permis- 
sible without prior approval. 

(4) Reasonable handling charges will be paid 
by Defense Supplies Corporation. 


This agreement offers an opportunity 
to industry to collaborate with the gov- 
ernment and help itself by planning re- 
lease of surplus materials at proper 
levels of quantities and prices. 


OTHER INCOME CONSIDERATIONS 


If royalty income or payments are to 
have any appreciable effect upon f- 
nancial operations, then the trend of 
viewpoints as to the rights stemming 
from patent ownership merits consid- 
eration. 

There is apt to be: (a) legislation 
that will not permit any restriction on 
the use of patents; (b) limitation of in- 
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come derived from patent ownership; 
(c) any indication of monopolistic tend. 
encies resulting from patent ownership 
will be subject to attack; (d) some pos. 
sibility (perhaps remote) of forcing con. 
tribution of patents into industry pools, 

For the purpose of sustaining accept- 
able living standards, and perhaps for 
political expediency, atoidien will be 
maintained in certain areas such as 
wheat, cotton, etc. For security reasons, 
it may be necessary for us to subsidize 
certain utilities which branch into glob- 
ular areas, such as international com- 
munications, air and steamship trans- 
portation. Whereas these will have an 
effect on our tax structure, they also 
stimulate purchasing power. 

All of the foregoing and more have a 
definite bearing on volume, measured in 
units and sales dollars. They must be 
approached with a budget viewpoint so 
that they may be properly evaluated in 
their relationship to all phases of a 
company’s operations. 


CosTs AND MATERIALS 


Even as sales will be affected by many 
postwar problems, so also will the vari- 
ous elements of production costs. 

Under the category of materials, we 
should consider the facilities which have 
become available for expanding output 
of prewar materials and for the manuv- 
facture of new materials, such as alum- 
inum, magnesium, synthetic rubber, 
plastics and new chemicals. New proc- 
esses have come into existence. New 
suppliers have entered the market and 
will be competing for the business. All 
of these will have an effect on designs 
and prices. 

To improve our effectiveness to meet 
postwar competition, we should elimi- 
nate any slow-moving and inactive in- 
ventories in order to absorb losses now 
and to free space for more active use. 

Our inventory and material control 
procedures should receive microscopic 
consideration. Postwar competition will 
not permit the luxury of poor schedul- 
ing that creates excess numbers of put- 
chases, shortage of materials and result- 
ing higher administrative and operating 
costs. 

It is contemplated that the War Pro- 
duction Board will remove all of its 
regulations restricting the free use of 
materials when the war in Europe ends, 
with the exception of a few critical 
items. Obtain advice as to these critical 
items so that you may determine 
whether the restriction of them would 
limit your production and, if so, develop 
substitutes. 


LABOR 
Certainly no one contemplates any 


shortage of labor in the postwar era. 


From 1939 to April 1944, there were 
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increases in the aircraft industry equal- 
ing 1700 per cent.; in shipbuilding— 
1450 per cent.; in the electrical indus- 
try—300 per cent. ; and machine tools 
—225 per cent. We will experience 
gradual shifts of labor out of these in- 
dustries, and this will happen at the 
time of the gradual reduction of the 
armed services. Karl T. Schlotterbeck in 
“Postwar Re-employment” estimates 
that this shift from industries and armed 
forces would involve appromixately 18 
million persons over the following 
periods: 


During 12 months following Eu- 


TOHEAM:: VICIOLY® . oo ins se siee ss 6,400,000 
First 6 months after final victory 6,900,000 
Second 6 months after final victory 2,500,000 
Third 6 months after final victory 2,000,000 

2 pa TRE A Pegi 17,800,000 


Mr. Schlotterbeck further estimates 
that, in order to maintain a national 
income level that will avoid excessive 
unemployment, the total number of 
workers will have to be increased by 
approximately 8 million over the 1940 
level. In arriving at these figures, con- 
sideration was given to reduction of (a) 
female workers; (b) over and under age 
employes; and (c) unemployables and 
“leisure” class; and that, recognizing 
certain trends in major categories of 
employment the increases in the number 
of workers to be employed would be 
distributed as follows: 








Number Increase 

Employment in 1940 in 1947 
Agriculture, forestry ..... 10,789 1,000 
Mess es o.cis-% is se's ss 756 100 
Manufacturing .......... 11,288 2,400 
MMMISHRUCHOR ...5. 603 ss 1,907 1,600 
meansportation .......... 1,948 400 
Public utilities ......... 956 200 
Trade, distribution, finance 7,631 500 
EM ee ot ar9 acer 9,859 1,500 
Miscellaneous .......... 978 200 
OS er ee me eee 46,112 7,900 


The cost of wages will, of course, be 
higher than prewar levels. Payroll dol- 
lars at the end of 1943 equalled approx- 
imately 340 per cent. of expenditures 
for similar purposes during 1939, 
whereas employment equalled approxi- 
mately 150 per cent. of 1940. These 
earnings will be reduced by shorter 
work week and elimination of over- 
time, but it is not to be expected that 
the hourly earning rates can be reduced. 
In fact, some pressure will be felt to in- 
crease these rates to partially compen- 
sate for reduced working schedules and 
premium payments. 

In evaluating the returns of higher 
wages, recognition must be given to the 
broader participation in management af- 
fairs by the labor groups. This should be 
approached with a positive, constructive 
viewpoint, for there is a better job to be 
done in the fieid of human relations. 

In this area we shall probably be 
asked to consider a guaranteed annual 
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wage. Upon reflection you may find 
some advantages in this. Assurance of 
continuity of earnings may reduce your 
labor turnover and release purchasing 
dollars. In measuring the cost, consid- 
eration must be given to the benefits 
derived by reductions of contributions 
to unemployment insurance fund and 
the cost of releasing, rehiring and re- 
training workers. 

Many workers now in the services 
will be returning and seeking their jobs. 
Under the law such employes of perma- 
nent status (the first man who held a 
given job before entering the service) 
shall be restored to a position with the 
company of like seniority, status and 
pay. 

No doubt exists that industry recog- 
nizes its social and moral responsibility 
to the returning soldier and, therefore, 
there is no need to emphasize the very 
broad interpretation the courts are giv- 
ing to the Act as indicated by the follow- 
ing decision. In the United States Cir- 
cuit Court, Third District, the Court 
ruled that the Act guaranteed reemploy- 
ment to a company doctor, despite the 
fact that, before entering the service, he 
was engaged only three hours daily at 
the company’s plant and maintained his 
own office elsewhere. Furthermore, he 
had no employment contract and was 
subject to dismissal at any time. 

Your program of preparedness should 
encompass consideration of the ade- 
quacy of your incentive wage plans, and 
whether the scope of motion study 
promises the most effective results; 
your job classifications and job evalua- 
tions should be related to your current 
or expected processes, giving full recog- 
nition to the type of skill required to 
perform the various fabricating and 
assembling operations. 


FACTORY OVERHEAD 


Dependent upon the extent of the 
reduction of your war business, the con- 
version period will create many prob- 
lems of adjusting the number of em- 
ployes in the expense classifications. 
This involves the administration of can- 
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cellation claims, disposal of surplus war 
materials, rearrangement and rehabili- 
tation of facilities. Notwithstanding 
these extraordinary requirements, there 
will be need for reducing expense per- 
sonnel. This should not be pare in 
the light of conditions at the moment, 
but should be weighed with regard to a 
longer range viewpoint so that no ex- 
cessive loss of experienced and efficient 
personnel is incurred. 

Survey all floor space and equipment 
so as to allocate all necessary facilities 
to the various lines of product in a 
manner which will afford the most ef- 
fective operation, particularly to mini- 
mize handling and excess or idle facilities. 

Abandon ineffective equipment. Re- 
habilitate all required machines and tools. 
Do not acquire facilities merely because 
they can be purchased at bargain rates. Idle 
facilities represent economic waste. De- 
preciation accrued at first cost bargain 
prices creates false cost levels and does 
not permit acquisition of sufficient replace- 
ment funds. 

Provide adequate budget control con- 
sistent with expected volume and estab- 
lish overhead rates in accordance with 
effective use of practical capacity. Re- 
introduce allowable expenses on vari- 
able direct labor loads. 


TAXES 


During 1939 the total cost of running 
this government was $8 billion. Based 
on the following comparison this cost 
will be doubled in the future. This is on 
a most conservative and even unrealistic 
basis, for no allowance has been made 
for continuance of some expansion of 
government administrative offices, Vet- 
erans’ Administration, broadening . of 
Public Works program and work relief. 

Inasmuch as this extremely con- 
servative estimate of $16 billion ex- 
penditure exceeds by $4 billion the total 
Federal Income of 1942 ($1214 bil- 
lion) there appears to be little likeli- 
hood of accomplishment of the 
promised postwar tax reduction pro- 
gram. 

(Please turn to page 24) 








Federal Expenditures 











General government 
Veterans’ Administration 
Public works (excluding loans) 
Aid to agriculture (excluding loans) 
Loans (net) 
Relief and work relief 
Interest on debt 

$300 billion @ 2% 
National defense 
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G. I. Bill of Rights 








Postwar 
1939 Year 
$ 
(in millions) 
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If a thousand people were invited to 
discuss the subject of organization for cor- 
porate control, I am sure that no two of 
them would tell the same story. I be- 
lieve this is true because the subject is a 
broad one which can be approached from 
several angles. I have chosen to discuss 
briefly some of the theoretical angles and 
more fully the practical side of making an 
organization study. 

A business or enterprise of any size re- 
quires a number of people to operate it, 
and a division of work normally follows. 
This requires a structure of coordination 
to knit the work-division units into an 
effective organization. 

We have division of ‘work for several 
reasons: It is impossible for one man to 
be in two places at once or to do two 
things at once. There are so many things 
to know and skills to acquire that no one 
can master more than a fraction of them 
in a lifetime. Men have different ca- 
pacities, apitudes and skills and do best 
by concentrating on that job where their 
natural attributes can be applied. 

When work is divided it is necessary 
to plan, schedule and coordinate all the 
various efforts to accomplish the objective. 
This coordination is the business of man- 
agement. The work of management is 
also divided to provide specialists in man- 
ufacturing, marketing, distribution, ac- 
counting, personnel and the other func- 
tions. Coordination requires organiza- 
tion and a singleness of purpose. Or- 
ganization Ag 2 defining objectives; a 
director or leader; description, under- 
standing and assignment of tasks; and 
lines of authority leading from the di- 
rector to those in charge of the tasks. 

Over the years and through experience, 
a structure of organization for corpora- 
tions has developed. This structure fol- 
lows a somewhat general pattern. Let us 
consider the typical divisions of top man- 
agement organization as a background or 
an approach to an organization study. 


TYPICAL DIVISIONS OF AN 
ORGANIZATION 


Top Management 


The typical corporation has three levels 
or areas of top management; 


Board of Directors: The Board of Direc- 
tors represent the stockholders and are 
charged with trusteeship of the busi- 
ness. They are responsible for develop- 
ing and establishing the general poli- 
cies for operating the business. They 

name the officers, determine their 

salaries, and hold them responsible 
for carrying out the general policies. 
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The Board of Directors can usually handle 


their responsibilities by holding 
monthly, or in some cases semi- 
monthly meetings. 


It is important, in establishing a plan of 


organization, that the limits of author- 
ity as between the Board of Directors 
and the general management be care- 
fully drawn so there can be no conflict. 


General Management: This level of top 


management is actively responsible for 
coordinating and controlling the entire 
enterprise within the general policies 
handed down by the Board of Direc- 
tors. 


General management is normally han- 


_ 


dled by one of three ways: 


. Full responsibility for general management 


may be placed in the hands of a single in- 
dividual who normally is the president. Af- 
fairs can be settled by one person more ex- 
peditiously than by group action. 

However, in a business of some size, this 
places a very heavy burden on one individ- 
ual who must make many difficult decisions 
in a wide range of activity. Other officers 
and executives, by not participating in gen- 
eral management decisions, may not under- 
stand the reasoning behind them and hence 
do not function as whole-heartedly and ef- 
fectively. Placing the leadership of a cor- 
poration in the hands of one man may 
result in inadequately preparing his replace- 
ment. Serious disruption follows if the 
chief executive leaves. 


. General management may be handled by a 


council composed of the president and sub- 
ordinate top executives. A group of this 
kind is usually composed of five or six 
members. Meetings are normally held one 
to two or three times per week. 

By having divisional executives participate 
in general management decisions, they un- 
derstand the reasons for them and are apt 
to be mote whole-hearted in their execu- 
tion. By having the corporation’s top exec- 
utives participate, they are trained to act 
for the chief executive or president in his 
absence and to take his place if he per- 
manently leaves the corporation. Having 
the council make administrative decisions, 
however, is apt to require longer to reach 
conclusions. If the group is not well-di- 
rected, much time may be used to poor ad- 
vantage in discussing affairs which have no 
business being a matter of consideration. 


. A board of general executives is sometimes 


employed, under the chief executive, to 
serve full-time in handling the responsibil- 
ities of general management. Specialists in 
the various fields of management are em- 


ployed for this purpose, and they are 
charged with the general direction and co- 
ordination of the business. This type of 
general management is effective for large 
corporations. It is doubtful whether smal- 
ler companies would require such an elab. 
orate set-up, and neither is it likely that 
they can properly afford the expense. 


Divisional or Departmental Management: 


Managers or department heads are 
placed in active charge of manufactur- 
ing, marketing, staff functions and 
similar divisions of the business. They 
are responsible for successful operation 
of their divisional operations within 
the scope of policies laid down by the 
general management. 


To successfully do their job, they should 


have their objectives clearly defined, au- 
thority should be delegated to act 
within specific limits, and a means of 
measuring performance should be pro- 
vided. 


Operating Organization 


The operating organization is responsi- 


ble for carrying out the corporation’s pri- 
marty functions, such as manufacturing 
and marketing. There are three basic 


types: 
Functional Type: A manager or depart- 


ment head is in charge of manufactur- 
ing, another in charge of marketing and 
so on for each primary function. This 
illustrates division of work in the realm 
of management and is the most natural 
since men by training, aptitude and de- 
sire follow one field of endeavor. The 
functional type of organization is, 
therefore, the most common in practice. 
It is best adapted to businesses which 
are centralized and where a limited 
number of products are manufactured. 


Product Division Type: This plan of op- 


eration provides for dividing the busi- 
ness on a product basis and placing a 
manager in charge of each product. Re- 
sponsibility of such managers extends 
over all phases including development, 
manufacture, marketing and distribu- 
tion. It has the effect of placing them 
in charge of what amounts to a smaller 
business, and results can be measured 
on a profit and loss basis. 








PLAN THE WORK; 


WORK THE PLAN! 


That time-tested adage is often “honored in the breach” rather 
than in the observance, notes Mr. Jolders. whose paper on this im- 
portant subject of corporate organization was presented at the Octo- 
ber 9 meeting of the Kansas City Control. The author is personnel 
director of Hall Brothers Incorporated of Kansas City, Missouri. 


—THE EDITOR 











































































d co- 
e of 
large 
smal- 
elab- 

that 


ent: 

are 
chur: 
and 
they 
tion 
thin 

the 


nuld 


act 
s of 
pro- 


Nnsi- 
pri- 
ring 
asic 


art- 
tur- 
and 
‘his 
alm 
iral 
de- 
[he 


ice. 
‘ich 
ted 
ed. 
Op- 
1si- 
g a 
Re- 
ids 
nt, 
bu- 
em 
ler 
‘ed 











Regional Type: In this type of operation 
a manager is placed in charge of all 
company activities in an assigned area 
or region. This manner of operation 
is effective where a corporation has 
plants in scattered areas. As in the 
Product Division type, results are meas- 
urable on a profit and loss basis. 


Staff Organization 


The time of operating executives is re- 
quired to carry out the daily transactions 
of the business. They require the assist- 
ance of specialists to pr and analyze 
problems and develop plans to the end 
that the operating executive may have be- 
fore him the necessary facts and opinions 
upon which to base judgment and take 
action. 

In establishing staff departments, it is 
important that they be set up properly 
from an organizational standpoint. Too 
often staff departments are placed under 
executives who happen to have special in- 
terest in the particular functions or suffi- 
cient time to assume the responsibility. If 
the staff agency serves a single depart- 
ment or division, it should report to the 
manager of that department or division. 
If it serves two or more departments or 
divisions, it should report to the general 
management. 

Staff agencies are created to Control 
(Accounting, Personnel Organization) ; 
to Coordinate (Planning, Order) ; to pro- 
vide service (Research, Engineering, Pur- 
chasing); to provide advice (Legal, 
Marketing). 


Committee Organization 


Committees are effective for some man- 
agement purposes if they are properly or- 
ganized and managed. Frequently busi- 
ness executives turn thumbs down on 
committees, accusing them of taking con- 
siderably more time to draw an indefinite 
conclusion than an individual would re- 
quire to make a definite conclusion. 

To have successful committees, general 
management should appoint the members 
and define their relationship to the or- 
ganization. Examples of typical commit- 
tees and the services they can provide are 
as follows: 


Appropriation Committee: Appropria- 
tions for purchase of capital additions 
are frequently subject to the approval 
of the general management. This is apt 
to place a heavy burden on the chief 
executive because of the volume of re- 
quests and the need for analysis of 
each request to determine whether the 
proposal is sound and economical. 


Responsibility for these approvals may be 
delegated to an appropriation commit- 
tee with control exercised through es- 
tablishment and adoption of an annual 
appropriation budget. 


The budget is developed by requiring de- 
partment and division managers to sub- 


mit a list of items and projects which 
they require for the ensuing year. Re- 
quests promising savings are supple- 
mented by a detailed report showing 
the amount and source of the expected 
savings. 

The appropriation committee reviews the 
budget and submits it to the general 
management with their recommenda- 
tions. The general management makes 
the final decision and provides the ap- 
propriation committee with the ap- 
proved list. 

Department and division managers are 
provided with a list of their approved 
items and submit appropriation re- 
quests to the committee whenever they 
wish to have action taken. The com- 
mittee approves the requests covering 
approved items, in some cases suggest- 
ing changed dates if the project in- 
volves time of the company’s engineer- 
ing or construction units which may 
not be able to handle the work cur- 
rently because of other commitments. 

Where savings are promised, the commit- 
tee follows up the results and reports 
actual savings realized. Department 
heads and managers, advised that their 
statements of expected savings are 
checked, are not inclined to inflate their 
estimates since they know that the ac- 
tual results are reported. 

To provide flexibility of the budget, a 
fixed percentage of the total appropria- 
tions approved for each department or 
division is added to the total. This 
permits approval of items which were 
not contemplated at the time the budget 
was developed. Wherever such items 
amount to large sums, approval must 
be obtained from the general manage- 
ment. 

Wage and Salary Committee: Wage and 
salary adjustments are frequently sub- 
ject to approval of a top executive. 
Except in the very small company, this 
becomes an extremely difficult task, 
since the top executive cannot decide 
on the merits of each case. He does 
not know the individuals involved nor 
the quality of their performance. 

A Wage and Salary Committee can be as- 
signed this responsibility, and control 
can be exercised by top management 
through use of a job evaluation plan 
establishing pay ranges for each posi- 
tion and occupation. 

The committee can approve adjustments 
within these limits, determining indi- 
vidual merit by means of merit rating 
reports and individual production re- 
ports. 

The Wage and Salary Committee can also 
be delegated responsibility for evalu- 
ating newly created and changed occu- 
pations and positions. 

Personnel Committee: Decisions as to 
transfers and promotions are frequently 
left in the hands of department and di- 
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vision managers. This has the disad- 
vantage of limiting reclassifications 
within departmental lines. 


Placing final authority for selection of 
employees for promotion in the hands 
of the Personnel Committee makes it 
possible for them to select the best 
qualified person, regardless of his pres- 
ent department assignment. 

The Personnel Committee may also have 
responsibility for development and rec- 
ommendation of the company’s per- 
sonnel policies for approval and publi- 
cation by top management. 


PROCEDURE FOR ORGANIZATION 
STUDY 


In five years of public practice as a 
management engineer, I found just one 
or two companies which had done a real 
job of studying their organization and 
developing a plan of operation so all of 
their executives and agencies clearly un- 
derstood their respective parts in the 
whole picture of management 

If this is typical, and it probably is, per- 
haps establishing a comprehensive plan 
of management is merely a fancy idea for 
the other fellow to practice. Certainly, 
many companies have not formally ap- 
proached the problem and are very suc- 
cessful. However, I do not believe any 
of them have reached perfection. Many 
customers have been displeased, many 
products have been spoiled, many ac- 
counts have failed of collection, many 
sales have been lost, many tax deductions 
have been overlooked, many valuable em- 
ployees have left, many dollars have been 
frozen in inventories, and many other 
losses have occurred because assignments 
were missed, misunderstandings took 
place, no one took the responsibility, an 
unqualified person made the decision, and 
similar faults that good organization 
would have corrected. 

Like shortcomings are present in hun- 
dreds of successful companies. At the 
close of the war, industry is again facing 
heavy responsibility. With a good chance 
for reduced taxation, costs will again be- 
come a factor. Then there is the very 
real job of maintaining employment. It 
seems to me that this latter responsibility 
is a “must” for industry or there will be 
extreme pressures for a change in our 
present form of economy. Therefore, it 
would seem that whatever business can do 
to improve its efficiency and effectiveness, 
those steps should most certainly be 
taken. Straightening out lines of author- 
ity and setting up an organization which 
functions smoothly are worthy of consid- 
eration. 

Why, then, does business management 
so often fail to put their organization in 
good order so that each function and 
transaction are the definite responsibility 
of someone, and so there is no mistake 
as to who this someone is? That sounds 
simple, so why isn’t it done? In the first 
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place, it is not simple. There are a host 
of obstacles: 


No one with the proper qualifications has 
time to do the job. It also requires 
considerable time of all the executives, 
and they are usually too busy as it is. 

The job is done and the decisions are 
made, and then everyone proceeds not 
to follow the plan. 

The lines of authority are established and 
understood, but being poorly conceived, 
the plan fails to function. 

The job is done, but provisions are not 
made for perpetuating it. As a result, 
changes in the organization and in the 
functions disrupt the lines of authority, 
and the plan soon becomes obsolete. 


These obstacles are not so great that 
they cannot be overcome. Sometimes se- 
rious difficulty is experienced in determ- 
ining who shall do the work. This may 
be done by someone employeed by the 
company or by engaging the services of 
outside consultants. 

If it is done by the company’s own peo- 
ple, it is important that these people be 
given the unqualified support of top man- 
agement in such a way that everyone in 
the company understands the purposes 
and gives the proper support. In making 
an organization study, the employees 
charged with the responsibility should not 
be expected to simultaneously carry on 
other duties. If this is done, then the 
pressure of the other duties will push 
the organization study into the back- 
ground where it will receive secondary 
consideration. This will result in the 
study dragging out over an extensive 
period, and the results are sure to re- 
flect the lack of concentrated effort. 

An organization study may also be made 
by outside consultants. Before following 
this method, a thorough investigation of 
companies offering this service should be 
made to insure that they have had the ex- 
perience and have successfully done this 
type of work for other firms. Employ- 
ment of consultants who are properly 
qualified provides distinct advantages, 
since they can introduce a broad back- 
ground of what other firms are doing. 
They are able to concentrate full attention 
on the problem, since other duties will 
not interfere. Being expert in their field, 
they are able to exert helpful influence on 
the company’s executives and obtain their 
cooperation. 

After the decision is made as to 
whether the work will be done by em- 
ployees of the company or by an outside 
consultant, the next consideration is the 
procedure to be followed in making the 
study and setting up the plan. 

Organization planning may be covered 
in four principal steps—preparing organ- 
ization charts, preparing job specifica- 
tions, preparing departmental or divi- 
sional specifications, and setting up an 
organization manual. 
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Organization Charts 

It is not uncommon to find companies 
which have begun and ended an organiza- 
tion study by preparing organization 
charts. This has an advantage in that 
organization weaknesses are brought to 
light which would otherwise go unno- 
ticed. Preparing organization charts, 
however, is merely taking the first step 
in making an organization study. 

An effective procedure for preparing 
organization charts is to do so by depart- 
ments or divisions and by top manage- 
ment. The departmental or divisional 
charts are then fitted into the lines of au- 
thority flowing from the top management 
structure. 

The departmental or divisional organ- 
ization charts are developed with the re- 
spective department heads or managers, 
from whom a list of their employees is 
obtained. The department or division is 
broken down into sections such as cost, 
accounts payable, accounts receivable, 
general and so on under accounting. The 
title of the supervisor of each section is 
determined and placed on the chart, along 
with such employees’ names: At the 
proper level and rank under the section 
head or supervisor the titles of subordi- 
nate positions and the names of employ- 
ees filling them should be inserted. When 
the chart has been drawn, all employees 
should be placed. If they are not, the 
reason should be found. Positions which 
are vacant should then be added. By this 
method all of the functions of the divi- 
sion or department are sure to be in- 
cluded. 

These individual departmental or divi- 
sional charts are then fitted under the or- 
ganization chart covering the top man- 
agement, and the company organization 
chart showing the lines of authority should 
be complete. 


Job Specifications 

With the completion of the organiza- 
tion charts, job specifications should be 
prepared for each position. These specifi- 
cations should be in a form to contain 
such information as the general setting— 
covering the amount of product handled, 
the number of people supervised, the ma- 
chinery and equipment over which re- 
sponsibility extends and like data to pro- 
vide the background of the position; the 
primary purpose—setting forth the prin- 
cipal objective; the duties and responsi- 
bilities—describing the tasks involved and 
relationships with other company units; 
the limits of authority—outlining the re- 
sponsibility as to personnel, expenditures 
and similar matters; qualifications—show- 
ing education and experience required. 

Preparation of the specifications may 
be accomplished by at least three meth- 
ods: 


1. Each employee may be provided with 
a form upon which he is asked to out- 
line the information necessary to pro- 


pose the specification. He signs the 
completed form and submits it to his 
supervisor, who checks the statements 
for accuracy, provides the information 
as to education and experience re- 
quived and approves by signing. 

The forms, containing the approved data, 
are submitted to the job analyst, who 
uses the information in preparing the 
job specifications in draft form. They 
are then submitted to the department 
head or manager. 

2. The interview method is also fre- 
guently used. The analyst interviews 
the supervisor and obtains the data for 
the job specification in this manner. 

On the basis of the notes thus taken, the 
analyst prepares the specification in 
draft form and it is submitted to the 
department head or manager for his 
consideration and review, and desir- 
able changes are incorporated. 

3. A combination of these methods is 
also followed. The employees are 
given an opportunity to provide the 
data concerning their positions on the 
forms discussed under the first method. 
While this is in progress, the analyst 
interviews the supervisors and obtains 
the pertinent data from them. On the 
basis of these data, he prepares the 
Specifications in draft form and submits 
them to the supervisors. They check 
them against the statements prepared 
by their employees. This provides as- 
surance that important facts are not 
omitted, and the supervisor has an op- 
portunity to remove employees’ misun- 
derstandings of their duties and ve- 
sponstbilities. 


Departmental or Divisional Specifications 
Specifications are next developed to set 

forth the responsibilities: assigned on a 

departmental or divisional basis. 

A list is made of the responsibilities 
contained in all of the job descriptions 
and classified by departments. These list- 
ings are reviewed for consistency. Any 
functions which appear misplaced are 
noted and become the basis for seclassifi- 
cation under the department more suited 
to handle them. In this manner, for ex- 
ample, functions which are logically the 
responsibility of the purchasing depatt- 
ment will be so assigned. 

With these listings as a basis, specifica- 
tions are prepared to set forth the duties 
and responsibilities of each department or 
division of the company. 


Organization Manual 

The organization charts, job specifica- 
tions and departmental or divisional speci- 
fications are brought together in an Or- 
ganization Manual. 

This Organization Manual should also 
contain an outline of the company’s plan 
of organization as it functions at present 
and a recommendation as to changes 

(Please turn to page 23) 
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Production and Manufacturing Control | 


In the last two years I have held con- 
sulting conferences with executives of 
one hundred and ten companies. They 
are interested in two things. 


1. Winning the war. 

They realize how very important it is 
for industry as a whole to produce the 
implements of war in the shortest length 
of time. Therefore, they cannot take the 
time to start a new system. 


2. Postwar Planning. 

The Production Requirements Plan and 
the Controlled Materials Plan proved to 
management that there is a need for bet- 
ter control. These men realize that they 
lack speed and accuracy. It takes too long 
to produce the required results by the 
manual method. 

Postwar Planning Committees have been 
appointed by managements to get their 
houses in order so that they will be in a 
position to convert to peace-time products 
with the least amount of delay after the 
war has been won by the allies. They 
realize that competition will be keen and 
the ones who convert first and get their 
products on the market first, will start 
getting the business. They are also in- 
terested in keeping unemployment at a 
minimum during the conversion period so 
that millions of workers will not be out 
of work. 


The first of the twelve subjects that 
I am going to discuss is Education in 
Industry. 


Top management is becoming more 
and more interested in education and hu- 
man relation policies, sending executives 
to different plants to study what is being 
done along these lines. 

The workers in industry want to ad- 
vance both in position and knowledge. 
Company schools should be provided to 
give them an opportunity to study and 
learn other advanced occupations. This 
is not only beneficial to the employees, 
but it is also beneficial to the company 
who employs them. 

Top management will sit together and 
lay out the perfect plan. Then it fre- 
quently makes two serious mistakes. 


1. It does not educate those responsible 
for making the plan work. It is true that it 
will thoroughly explain the plan to the 
works manager, general superintendent, su- 
pervisors, foremen but it seems to forget the 
very important part the factory clerks, dis- 
patchers and truckers have in the overall suc- 
cess of the plan. Thousands of dollars are 
spent to plan how things should be done, 
and at what time they are required. Yet to 
make the plan work, a great deal of the re- 
sponsibility rests with the clerks and truck- 
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ers who, in a great many cases, are never 
considered. 

2. It does not appoint some one to police 
the plan to see that deviations from the orig- 
inal plan are not occurring without the con- 
sent of those responsible. Therefore, after 
several months, the plan fails. 


The second is Forecasting. 

Forecasting is entirely management's 
responsibility. It cannot be done too 
thoroughly. The average forecast is too 
much guess work. The sales manager 
notifies the branch offices to send in a 
list of the potential sales for the coming 
year. The branch managers in turn notify 
the salesmen reporting to them. In order 
to be successful salesman, one must be an 
optimist. The salesmen, after surveying 
their territory, make out their sheets and 
in order to impress their managers, they 
raise the figures a certain per cent. The 
branch managers increase the figures some 
more, then send their report to the home 
office. The sales manager is really 
pleased with the optimism of the field 
staff so he increases the total figures 
some more. 

The forecast is then sent to the factory. 
When actual sales orders are compared 
with the forecast, in many cases it isn’t 
worth the effort it took to get the figures 
together. 

In order for industry to keep skilled 
labor intact, and not have idle machine 
tools, it is necessary to have an up-to-date 
forecast, taking into consideration the 
trends and cycles of the business. Many 
concerns have learned that when the cus- 
tomers’ orders are slowing down, instead 
of reducing inventories and only issuing 
parts orders to cover sales, it pays divi- 
dends to place manufacturing orders in 
the shop and with vendors for component 
parts only so they will be in the bins and 
available for assembly when the business 
starts on the up-grade. This procedure 
applies to repetitive business only. 

When visiting one company I was told 
that they placed orders for a year’s fore- 
cast. No check was made until the end 
of the year. Using the Bill of Materials 
showing how many of each item were re- 
quired to build the unit, they multiplied 


this quantity by the number of machines 
shipped and subtracted this total from 
what was originally ordered. These quan- 
tities should equal the actual inventory 
count. The results were shortages in in- 
ventory and obsolence due to pyramided 
inventories and .engineering changes. 


The third is Sales Analysis. 

It is very important that sales orders 
are reviewed for completeness and er- 
rors before they are accepted by the fac- 
tory. They must be analyzed for standard, 
special and optional features. Following 
this breakdown, basic raw materials, pur- 
chased parts and assemblies must be or- 
dered. Therefore, if the information on 
the sales order is incomplete or incorrect 
the following things can happen. 


1. Over-ordering of raw materials, parts and 
assemblies which would cause obsolence at a 
later date. 

2. Insufficient ordering of raw materials, 
parts and assemblies causes a tie-up in as- 
sembly lines at some future dat®. 


The fourth is Engineering Specifica- 
tions (Bill of Materials). 

The most important step in setting up 
a production or cost system is to make 
sure that the basic records are correct. If 
the engineering specifications are incor- 
rect the production and cost records are 
incorrect. 

One way to find out if the bill of ma- 
terials is correct is to give each assembly 
foreman enough parts and assemblies to 
build just one unit. If he can build the 
unit, from the parts and assemblies de- 
livered, the bill of materials is correct. 
If he cannot build the unit, it is then 
time to find out if he has been substitut- 
ing other parts for those called for on 
the bill of materials. If this is the case, 
then two things can happen. 

1. Parts that were planned for certain units 
will not be available because they were sub- 
stituted to build other units not called for 
on the Specification Sheets. This only ap- 
plies to interchangeable parts. 

2. Parts that were ordered to build certain 
units will pyramid in inventory because they 
are not being used where they were origin- 
ally planned. Consequently, they will be 
obsoleted later on and sold for scrap. 








| CONTROLS BASED ON UNDERSTANDING 


Since the human element is management’s number one problem, as 

Mr. Crotsley points out in this paper delivered at the October 24 meet- 

ing of the Boston Control, it is essential that production and manufac- 

turing controls be based squarely on that understanding. Mr. Crotsley 

| is director of manufacturing control, International Business Machines 
Corporation, Endicott, New York. 


—THE EDITOR 
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Many industries are balancing engi- 
neering changes to establish effective date 
to achieve lowest scrap cost. Most changes 
are issued to reduce cost or improve the 
ear of the unit or both. This 

eing the case, industry has an oppor- 
tunity to balance the majority of the 
changes. 

When a change is contemplated, the 
Engineering Department sends, to the 
Production Department, a list of all parts 
and assemblies involved on a prepared 
form showing Part or Assembly Number, 
Part or Assembly Name, Quantity In 
Stock, Cost Per Piece, Total Cost, Quan- 
tity in Process, Cost at Operation Com- 
pleted, Total Cost, Total Cost of In Stock 
and In Process, At Once, Three Months, 
Six Months. 

The Production Department posts the 
Quantity In Stock, the Quantity In Proc- 
ess and Operation Completed. The Ac- 
counting Department posts the cost fig- 
ures and makes the extensions. The Pro- 
duction Department then shows the cost 
to put the change into effect, At Once, 
Three Months and Six Months. This in- 
formation is sent to the Engineering De- 
partment and they decide at what date 
the change will go into effect. 


The Fifth is Production Engineering. 


After the Engineering Department has 
written the Specification Sheets for the 
unit to be built, a copy of the Specifica- 
tion Sheets are sent to the Production En- 
gineering Department. An IBM Account- 
ing Card is key punched and verified for 
each part or assembly shown on the 
Specification Sheets. The cards are then 
automatically sorted by the IBM Sorting 
Machine which arranges the cards in or- 
der by group and part number. They 
then constitute the Master Control File 
which is kept by Assembly Number, suc- 
ceeded by Parts and Sub-Assemblies neces- 
sary to build the assembly, and is con- 
tinually kept up-to-date as to changes. 

The following data is punched into 
these cards: 

Description 


Inventory Class 

Group Part Number 
Group or Part Number 
Part Number 

Size of Tracings 

Quantity Per Assembly 
Serial Numbering Control 
Date 


The Master Control Cards are used as 
follows: 


A. To reproduce automatically, by means of 
the Reproducer, another set of cards called 
“Parts Usage Cards.’ These cards are filed as a 
cross index by part number and are kept in 
Production Engineering Department so that 
reference to the file will show every assembly 
the Part is used in. If changes in a part are 
contemplated, reference will show every as- 
sembly affected. 

B. To prepare the Bill of Materials for or- 
ders and reference purposes. 

C. To check serial numbers of Master Con- 
trol File preliminary to explosion into parts 
and assemblies. 
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D. To prepare part number list showing 
size of tracing for pulling tracing from file in 
Blueprint Department. 

E. To reproduce reservation cards from 
Master Control File, so that Master Control 
Cards can go back in file and be kept up-to- 
date with all engineering changes while res- 
ervation cards are processed for the actual pro- 
duction control, 


Perpetual Inventory File. 


This file of cards represents at all times 
the current status or stock position of all 
parts and assemblies so that a complete 
manufacturing analysis of position can be 
had at any time. The assemblies are 
separated from the parts and both are 
filed in numerical sequence. 

The file consists of the following cards. 


A. Index Card with Tab facilitates the loca- 
tion in the file of the transaction cards pertain- 
ing to a part or assembly. 

B. Reservation Cards to assure that the 
quantity “In Stock’’ or “On Order” is sufficient 
to meet future planned manufacturing. One 
card showing the number of units of each part 
needed on each manufacturing order is pre- 
pared. 

C. Requisition Cards to withdraw parts and 
sub-assemblies from sub-stockrooms and main 
stockrooms. 

Back Order Requisitions are used to indicate 
stock required but not available at time of 
original withdrawal. : 

D. Order Cards issued at the time a part, 
sub-assembly or assembly order is issued. 

E. Deliveries to Stock Cards to denote the 
quantity of finished parts, sub-assemblies or 
assemblies being delivered to the stockrooms. 

F. Make-Up Cards or Replacement Requisi- 
tions used when parts delivered from the 
stockroom are found to be defective and must 
be scrapped or re-worked. They act as reserva- 
tion cards in the Perpetual Inventory File. 

G. Credit Cards to return excess parts from 
the assembly departments to the stockroom. 

H. Inventory Cards showing the quantity in 
stock at inventory time, and usage for the 
previous year. 


The cards in the Perpetual Inventory 
File run periodically produce the follow- 
ing report: 


STOCK STATUS SUMMARY 


How Made Part 
Code Number 


Cost 


Code Available 


In On 
Stock Order 


Consumption 


Reservations Year-to-date 


COST CODE 


Cost Dollars 


. Less than .005 
. .005 to .009 

. 01 to .04 

. 05 to .24 

. .25 to .49 

. 50 to 0.99 

. 1.00 to 4.99 

. 5.00 to 24.99 
. 25.00 and over 
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HOW USED CODE 
. Manufactured Part 
. Purchased Part 
. Manufactured Assembly 
. Purchased Assembly 
Raw Stores Finished Part 
. Discontinued Part 
. Discontinued Assembly 
. Obsolete Part 
. Obsolete Assembly 


CBNAYVAYWNe 


The Sixth is Manufacturing Analysis. 

The Production Engineering Depart- 
ment furnishes the Manufacturing En- 
gineering Department a set of drawings 
and Bill of Materials. It is the responsi- 
bility of this department to determine 
what parts and assemblies are to be made 
by vendors; also in the shop. For parts 
made in the shop, tool designs must be 
made for all tools that will be required. 
A Transfer Operation Record is also pre- 
pared which shows the Part Name and 
Number and a list of the operations to 
be performed on the part. 

This list also shows the department 
where each operation is to be performed, 
the tools necessary, the type of machine 
tool on which the work is to be done, and 
the machine hour schedule on each opera- 
tion. 

Upon receipt of this form from the 
Manufacturing Engineering Department, 
a blue print of the drawing is requisi- 
tioned by the Production Department. 
With the aid of a ‘Raw Material Code 
Book” the proper numerical designation 
of the material to be used is noted on the 
form and also the unit of measure and 
quantity of material per 100 pieces of the 
finished part. 


The Seventh is Preparing Operation 
Records, Scheduling, Starting Dates of 
Operations and Loading of Machine 
Tools. 

A file of Master Operation Cards is 
prepared from data appearing on Manu- 
facturing Engineering Departments in- 
structions for most efficient manufactur- 
ing as presented in a Master Operation 
Recotd. 

The Master Operation File serves as 
the medium for writing Operation Rec- 
ords and for creating cards which will 
facilitate scheduling and cost recording. 

A Master Schedule Card is prepared 
showing Part Number, Order Number, 
and Quantity Ordered. 

The Master Schedule Card when placed 
at the head of a Master Operation Set 

rovides a source for all data peculiar to 
the individual lot of parts to be manufac- 
tured. These data are combined with de- 
tailed information from the Master Op- 
eration File, to produce an Operation 
Record directing and controlling the 
manufacture of a specific lot of parts. 

To facilitate automatic calculation of 
start dates in scheduling, a schedule fac- 
tor is used that is derived from the quan- 
tity and the number of hours worked per 
week. 

The Intermediate Schedule Card is re- 
produced from the Master set headed by 
the Master Schedule Card, and serves as 
a medium for combining the factors com- 
mon to each order for parts, such as op- 
eration data, with the at peculiar to 
each lot of parts, such as quantity, sched- 
ule date, sequence number and schedule 
factor. 
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It is used as a medium for automatic 
scheduling, listing the Operation Record 
and summarizing the “Load Input Re- 

rt.” 

Individual Labor Tickets for each op- 
eration to be performed are reproduced 
from the Intermediate Scheduling Cards 
for labor operations. 

These prepunched labor tickets serve 
as the “Work Ahead File” in the factory 
departments. 

When an order is entered on the fac- 
tory, the corresponding set is taken from 
the file and reproduced to prepare Inter- 
mediate Schedule Cards. The Master Op- 
eration Set is extended in a scheduling op- 
eration on the Multiplier. 

The completed Intermediate Schedule 
Cards are listed to prepare the complete 
operation record which constitutes com- 
plete authority for the manufacturing de- 
partments to proceed with the processing 
of the parts or assemblies. 

The next operation is to establish a 
stock date from the stock status summary 
report. The sum of the ‘Credit Balance” 
plus the Quantity “In Stock” plus the 
quantity “On Order” equals the “Total 
Number of Pieces.’” The total number of 
pieces is divided by the number of days in 
the planning cycle, to compute the num- 
ber of parts used per day. The number 
of parts used per day should be checked 
with the yearly consumption to date, at 
the time the Stock Status Summary is pre- 
pared. The number of parts used per 
day should be divided into the ‘Credit 
Balance” which gives the number of days 
underavailable. The number of days un- 
deravailable subtracted from the total 
number of days in the planning cycle 
gives the number of days coverage. 

This number of working days is added 
to the date when the Stock Status Sum- 
mary Report was prepared to arrive at the 
stock date. For example: 








In On Consumption 
Available Stock Order Year To Date 
1328 “CR” 2472 0 8338 


1328 “CR” + 2472 + 0 = 3800 total pieces 
3800 total pieces = 38 pieces per day 

100 days planning cycle 

1328 “CR’ balance = 35 days underavailable 
38 pieces per day 


100 days planing cycle—35 days underavail- 
able = 65 days coverage 


Add 65 working days to date of Stock Status 
Summary Report 11-1-42 equals stock date 
2-3-43, (Based on twenty days per month.) 


Stock dates are expressed by days and weeks 
of the year, because factory machine tools are 
both loaded and load relieved, by weeks. The 
weeks of the year are numbered 1-52 and the 
days of the week are numbered as follows: 0— 
Monday, 1—Tuesday, 2—Wednesday, 3— 
Thursday, 4—Friday, 5—Saturday, 6—Sunday. 


Thus a stock date of 1-15 would represent 
Tuesday of the 15th week. This system re- 
duces the punching of the date to three key- 
strokes instead of six as formerly when this 
date would be expressed at 04-06-15 for April 
6th and 15th con of the year. 
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Let us assume this is the stock date of the 
order to be scheduled by operations. 


The Master Schedule Card is used as a head- 
ing card to select the Master Operation File 
set of cards. 


The information on the Master Operation 
Cards is reproduced into the Intermediate 
Schedule Cards and at the same time, the in- 
formation on the Master Schedule Card is 
gang punched into the Intermediate Schedule 
Cards, combining the factors common to each 
order for parts, such as operation data, with 
the factors peculiar to each lot of parts, such 
as quantity, schedule date, sequence number 
and schedule factor, two tenths of a week al- 
lowed for set-up and transit time. 


The cards are processed in a Multiplier pro- 
vided with a special Production Control data 
computing device. 


The formula is as follows: 


Quantity Rate per 


15 


able which would produce a series of nines. 
When this occurs, we shift to the right hand 
side of the counter for schedule dates. For ex- 
ample. 

There is a 15.2 and 5.2 representing Wed- 
nesday of the 15th week and Wednesday of the 
5th week, but we do not have a 68.2 or 58.2 
because there isn’t a 68th or 58th week. 

For all cards of operations to be done per a 
group of machines, Labor Tickets are repro- 
duced which act as payroll cards for the em- 
ployee. 

All the basic information appearing on the 
Labor Ticket, such as Week of Load, Part 
Number, Sequence Number, Operation Num- 
ber, Machine Group, and Start Date of Opera- 
tion, is interpreted at the top of the card. 

This assures the Accounting and Production 
Departments that the basic information such 
as Part Number, Sequence Number, etc., will 
not be transposed, as it sometimes is when 
manually written on the card by a clerk. 





100 pieces + Transit Time = weeks = start date of operation 


Hours per week 
5000 X.5___25 





~~. = 
The counters in the Multiplying Punch are 
by fifths and tenths. 


Fifths Tenths 115 Reverse 15.2 
1 al — 
ode 14.5 
2 3 Reverse 3.14 
A 
=. 5 
6 
4 7 
8 
5 9 
1.0 


The stock date is set up by the Multiplying 
Punch: 115. Using this procedure, the last 
card is fed into the machine first. The total 
pieces are multiplied by the rate .5 per 100 
pieces, and divided by the schedule factor, 
hours per week, which is 50, This equals .5 of 
a week; plus transit time .2 of a week, equals 
.7 of a week. The stock date, 115, is read into 
the counter as 15.2 the .7 subtracts from this 
figure and the counter punches the start date 
as 3-14. 

In order to change the day which is 1 into 
tenths of weeks the 1 is read from the fifths 
into the tenths and changed from 1 to 2. 

After the .7 of a week is subtracted from 
15.2 the answer is 14.5. The 5 is read from 
the tenths into the fifths and reversed from 
5 to 3. 

This procedure of operation continues until 
all starting dates have been established and au- 
tomatically punched into the cards. The cards 
are then reversed and the Operation Record is 
prepared on the IBM Accounting Machine. 

At the end of the year, the date carry-over 
is as follows. A 53 week year is used. 


COUNTERS 




















0000.0 0000.0 

Stock Date 15.2 45.2 
53.0 

0015.2 0068.2 

Scheduled Hours 0010.0 0010.0 
0005.2 0058.2 

Scheduled Hours 0008.0 0008.0 
0050.2 


The counter consists of ten digits and is di- 
vided in half. We subtract out of both sides 
of the counter scheduling from the left hand 
side until we reach the point where we are 
subtracting more hours than are actually avail- 


weeks + tenths -++ tenths 
— = .5+.2 =.07 tenths of a week 





Time is saved for the factory clerks because 
they do not have to write all this information 
on the card. It is necessary only to post the 
clock number of the person who is to do the 
job, stamp the card in and out on a job re- 
corder, figure and post the elapsed time, and 
post the quantity of pieces produced. 

The Labor Tickets are sorted by department 
and group of machines and totaled on the IBM 
Accounting Machine to show the Load Input 
hours by departments and by machine groups. 

Twice a month a Summary Load Report is 
prepared by department by groups of machines 
showing Department Number, Group of Ma- 
chines, Type of Equipment, Number of Ma- 
chines in Group, Capacity, Active Hours, In- 
active Hours, Total Hours, Coverage in Weeks. 


The Eighth is Machine Shop Procedure. 

The Labor Tickets are then delivered to the 
factory clerks in the various departments where 
they are filed in the inactive file by groups of 
machines, the oldest dated job being the first 
card in the group. 

When the material is ordered out of the 
Raw Stores Department for a starting depart- 
ment or when an order of parts moves from 
one department to another the corresponding 
Labor Ticket is taken from the “Inactive” file 
and placed in the ‘Active’ file by group of 
machines by start date, the oldest dated job 
being the first in each group. 


The Ninth is Assembly Procedure. 

In most industries assembly procedure does 
not present much of a problem. The straight 
line assembly is self explanatory. The Inter- 
mitter assembly requires man and woman 
power, Drill Presses, Riveting Machines, 
Welding Fixtures, etc. When an overload oc- 
curs in any department the shifting of man 
and woman power is the answer in many cases. 


The Tenth is Cycle Checking of Inven- 
tories. 

Industry is adopting a rotating inven- 
tory plan. Each day a number of items are 
counted and a colored tag is placed on the bin 
denoting that the parts have been counted and 
that requisitions should not be sent to the 
Accounting Records Department until the next 
day. At the end of the day the Physical In- 
ventory Cards are punched, verified and filed 
in the Perpetual Inventory File. All the cards 
for the part numbers counted are selected from 
the Perpetual Inventory File and listed on the 
IBM Accounting Machine, showing Manufac- 
turing Code, Part Name and Number, IBM 

(Please turn to page 32) 











In support of wage and salary stabiliza- 
tion, sanctions have been invoked which 
are more heroic than any that have been 
adduced to enforce any other comparable 
public policy since the days of the Stuart 
Kings of England. Any single payment 
of compensation, which is at more or less 
than the lawful rate, is declared to be a 
crime, punishable by a one thousand dol- 
lar fine or a year in prison or both; and 
the total amount of such payment—not 
merely the unlawful increase—by admin- 
istrative regulation, is denied allowance 
as a business expense for tax purposes, 
for price determination, or for reimburse- 
ment under government contract. 

Most automatic and universal of these 
effects is obviously that of tax disallow- 
ance. Not the least among the hazards 
involved is that what is the lawful rate for 
a job, and indeed what is a job, may be 
matters upon which there might be honest 
difference of opinion. Federal adminis- 
tration being what it is, often the em- 
ployer cannot secure in advance an official 
ruling as to what is the lawful rate. So 
the enterprise is compelled to pay at its 
peril, with full knowledge that if the 
guess is too high or too low, there may 
be trouble. 

To maintain a perfect record of com- 
pliance is almost impossible. Many spe- 
cific decisions to be made in salary and 
wage policy must depend upon what one 
assumes will be the ultimate policy of en- 
forcement. In the twilight zone of pro- 
priety, the legality of a proposed rate 
may depend upon whether stabilization 
tules are to be given a loose construction 
or a strict construction. On this subject 
there are at least three schools of thought. 

There is the “catch me if you can” 
school, the adherents of which are pro- 
ceeding to do as they please upon the as- 
sumption that after the emergency is over 
all will be forgiven. We can at least ad- 
mire the courage of these men, though 
they are not entitled to a high mark for 
prudence. 

Then there is a large group of em- 
ployers who assume that if they make a 
gentle attempt to comply, and do not get 
too far off the reservation, nothing ex- 
ceedingly bad is going to happen to them. 
This may prove to be right, and it is a 
comforting balm with which to assuage 
the uncertainties of stabilization; but, if 
it proves wrong, then swift will be the 
retribution. 

The last approach, and in my opinion 
the most sagacious, is that the law will be 
enforced as it is written. It seems hardly 
conceivable that a policy so solemnly 
avowed and diligently pursued will be 
cast into the ash-can upon the first re- 


Compliance with Wage Stabilization 
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laxation of the crisis. Those businesses 
which have spent large sums and great 
exertions to bring themselves within the 
tules will not look with complaisance 
upon forgiveness to those who have been 
more careless or have deliberately cheated. 
The government cannot afford to forget 
the whole thing, and there is nothing in 
our history to indicate that it will. 

Practical politics indicates the same con- 
clusion. As the war nears its end, there 
will be many government servants who 
will be looking for work and great ne- 
cessity for increasing the public revenue. 
At the same time tax rates, they say, are 
to be reduced. In this alloy of circum- 
stance, it seems only prudent to expect 
that agents will be retained and hired to 
audit payrolls, to pick up such revenues 
as can be produced from those who ap- 
pear to have evaded their full share of the 
inconveniences of the struggle against in- 
flation. 

Therefore, to assume that the federal 
government is not going to check up on 
compliance, at the appropriate time, is 
an ostrich philosophy. Just what audit 
will be made, at what time, in what de- 
tail, and by whom, is anyone’s guess. 
Even those presently in charge of the 
administration of stabilization do not 
know. 


CURRENT ENFORCEMENT 


Up to the present, so far as I can 
ascertain, compliance efforts have largely 
been limited to instances of complaint by 
third parties of intentional violations, to 
cases of voluntary confession, and to cir- 
cumstances of inadvertent disclosure in- 
cidental to applications for increases. 
Positive enforcement efforts have been 
few and inconsiderable. This limitation 
has been dictated by the manpower short- 


age. Income tax audits seem generally to 
have been very cursory; although I do 
know a few which have uncovered viola- 
tions. But this is no guarantee for the 
future. 

It may be appropriate to cast a running 
glance at exactly what the enforcement 
rules are and where they originated. Be- 
cause of the universal impact of tax con- 
sequences, we may as well concentrate 
upon that. 

Section 23 of the Internal Revenue 
Code provides that “In cozzputing net 
income there shall be allowed as deduc- 
tions... . all the ordinary and neces- 
Sary expenses... . im carrying on any 
trade or business, including a reasonable 
allowance for salaries or other compensa- 
tion for personal services. .... 

The Wage Stabilization Act of October 
2, 1942 (more properly entitled the “Act 
to Amend the Emergency Price Control 
Act of 1942”) provides, “The President 
shall prescribe the extent to which any 
wage or salary payment made in contra- 
vention of such regulations shall be dis- 
regarded by the . governmental 
agencies in determining the costs or ex- 
penses of any employer for the purpose 
of any other law or regulation.” 

Executive Order 9250 of October 3, 
1942 purported to exercise these powers 
and to delegate particularization of the 
rules to the Economic Stabilization Di- 
rector. On the subject no substantial 
change was made in Executive Order 
9328 of April 8, 1943. 

By his directive of October 27, 1942, 
the Economic Stabilization Director pro- 
vided that, “%f any wage or salary pay- 
ment is made in contravention of the Act 

. . . the entire amount of such payment 
shall be disr egarded by the Executive De- 
partment and all other agencies of the 





fessional experience. 





TIMELY OBSERVATIONS 


The author of this paper, which was presented at the October 19 
meeting of the San Francisco Control, is a member of the San Fran- 
cisco law firm of Littler, Coakley and Lauritzen, and has devoted 
much of his professional time to labor and wage problems. His firm 
currently advises many of the largest employers on the Pacific Coast. 
Mr. Littler’s writings on employment problems have appeared in The 
Atlantic Monthly, Harvard Business Review, Indiana Law Journal, California 
Bar Journal, and other periodicals. He is a lecturer on labor law at the 
Stanford Law School, of which he is a graduate, and from time to time 
has been a non-resident consultant in labor relations at the Harvard 
Graduate School of Public Administration. Before and during the 
formative period of wage stabilization, he served with the War Labor 
Board as a public representative on various important assignments. 
His observations on these pages are spiced with the facts of his pro- 


—THE EDITOR 
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Government in determining the costs or 
expenses of any employer for the pur- 
pose of any law or regulation... . or 
for the purpose of calculating deductions 
under the revenue laws of the United 
States, or for the purpose of determining 
costs or expenses of any contract made 
by or on behalf of the United States. 
.... In the case of wages or salaries 
increased in contravention of the Act or 
regulations, rulings or orders promulgated 
thereunder, the amount to be disregarded 
is the amount of the wage or salary paid 
or accrued and not merely an amount 


_ representing an increase in such wage or 


salary.” 

The War Labor Board has adopted no 
formal orders repeating these provisions, 
but Treasury's salary regulations restate 
them (T.D. 5186; amended by T.D. 
5294; now issued as T.D. 5295) and 
Regulations 111, Income Tax, have been 
modified to embody the penalty (Sec. 
29.23 (a)-16). 


Is DIRECTIVE VALID? 


Among constitutional lawyers, there 
has been some debate over the validity 
of the directive insofar as it requires dis- 
regard of the lawful as well as unlawful 
amount of the wage or salary payment. 
Among the reasons suggested for inva- 
lidity are: (1) that the penalty does not 
fit the crime (Ex parte Young, 209 U. S. 
123); (2) that an additional tax must 
be imposed by Congress and not by the 
President and no statutory guide is fur- 
nished for Presidential action (U. S. v. 
Schechter, 295 U. S. 495); (3) that the 
phraseology of the original statute (‘‘any 
.... payment made in contravention 
....’) should be construed only as 
overpayment; and (4) that Sec. 23 (a) 
of the Internal Revenue Code remains 
unamended and therefore where a wage 
or salary is reasonable in amount, that 
amount is not made unreasonable by the 
addition to it of an improper amount. 

But he would be a bold man indeed 
who attempted to prophesy with precision 
what the present Supreme Court will do 
with these questions. Not before in our 
history have we had a court majority so 
willing and so blithe in its disregard of 
settled constitutional principles. The only 
thing certain about this Court is its un- 
certainty. 

The Economic Stabilization Director 
has also ordered that with respect to 
compensation subject to the control of the 
War Labor Board, “The Board shall 
a is, have authority to determine 
whether any... . payments... . are 
made in contravention of the Act. Any 
such determinations .. . . shall be con- 
clusive upon all Executive Departments 
and agencies of the Government... . 
(and) it shall be final and shall not be 
subject to review by The Tax Court of 
the United States or by any court in any 
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civil proceedings.” There is a parallel 
delegation to the Commissioner of In- 
ternal Revenue covering salaries subject 
to Treasury jurisdiction. 

It is unnecessary here to hesitate upon 
the constitutional implications of this 
authority, even insofar as it undertakes 
to freeze out the Tax Court from con- 
sideration of tax deductions. The ques- 
tions and philosophies are the same as 
those involved in the constitutionality of 
the main penalty provisions. What is 
important, and it is of the highest im- 
portance, is that if these regulations are 
valid as written, the result is that all de- 
partments are ordered that if there has 
been an unlawful increase or decrease, 
the entire amount of the payment shail be 
disregarded for all purposes and that the 
War Labor Board and Treasury are only 
given authority to determine whether the 
payments have been unlawful. Once the 
payments are found, or admitted, to be 
unlawful, it would seem that there is no 
alternative to complete disregard of them 
in the computation of costs and for all 
purposes including income taxes. 

However, of late the War Labor Board 
has been purporting to make compromise 
settlements of compliance cases by the 
quaint and curious device of recommend- 
ing to the Commissioner in his tax ca- 
pacity that only part of the unlawful 
payment (whether it be found or ad- 
mitted) be disregarded for tax pur- 
poses.! When the Board’s attention is 
called to the fact that it has no power to 
make such recommendations, that indeed 
no government agent is authorized to 
cut down the disallowance even in com- 
promise of the direct amount to be con- 
sidered in violation, the Board’s staff 
asserts that there exists an unpublished 
private letter from the Economic Stabiliza- 
tion Director to the Chairman of the 
Board which is declared to offer the 
opinion that the Board has this power.” 





AUTHOR'S NOTES: 


(1) It must be kept in mind that stabiliza- 
tion rules and procedures, like railroad 
timetables, are subject to change without 
notice, It used to be complained that 
rules were changed in. the middle of the 
game; now we must expect that the rules 
may be changed after the ball has been 
passed. The revision of this manuscript 
left my desk October 27, 1944, 9:40 
A.M. Pacific War Time. I will undertake 
to warrant the reasonable accuracy of this 
summary down to that moment; but no 
further. 

After the presentation of this discussion, 
there arrived on the Pacific Coast the 
Board’s official Release of its decisions in 
the Norfolk-Newport News violations 
cases in the building trades industry. (Re- 
lease No. B-1792.) Referring to sums 
paid in excess of the lawful rate the offi- 
cial release says, “Under the regulations, 
the entire amount is to be disregarded 
unless the WLB recommends waiver of 
all or part of it because of mitigating cir- 
cumstances.” (Italics mine) .... What 
Regulations? 


~ 
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What has been happening is that in 
these cases the attitude of the Board’s com- 
pliance staff appears to have been more 
than fair. They seem prepared to lean over 
backward to help out the innocent vio- 
lator. But what they are instructed to do 
is to get a stipulation from him that, for 
example, twenty thousand dollars has been 
paid as wages in contravention of the Act 
and then the Board agrees to recommend 
that only five thousand be disregarded for 
tax purposes. The gullible employer usu- 
ally accepts the offer and goes home for 
a good night’s sleep. What he does not 
know is that he has settled nothing ex- 
cept that he is liable for the full $20,000. 
The Board has no power to make this 
compromise; the Commissioner has no 
power to accept it as final. And by sign- 
ing the proposed stipulation, the em- 
ployer has invited a new Commissioner 
of Internal Revenue, or the same Com- 
missioner if he changes his mind, to go 
back and collect taxes on the remaining 
fifteen thousand dollars. 

Accordingly, when one of our clients 
apprehends that he may have inadvertently 
violated the law (all of our clients are 
innocent!) -and asks us whether he should 
confess his sins to the War Labor Board 
and settle his accounts with his govern- 
ment, our advice is usually, “Not now.” 
This is because the compliance devices 
presently adopted by the Board settle 
nothing and by requiring the taxpayer 
formally to stipulate to a violation he 
effectually exposes himself to further pen- 
alties at the whim of another government 
agent. This procedural error appears to be 
a War Labor Board monopoly; Treasury 
does not seem to have adopted it. 


SETTLEMENT METHODS 


There are, it would appear, at least 
three methods of settlement which would 
have the sanction of finality under pres- 
ent rules. One straight out compromise 
method is the “closing agreement’ with 
the Commissioner of Internal Revenue 
which settles the amount of the tax in- 
stead of the amount of the unlawful pay- 
ment upon which the tax is subsequently 
to be paid. Another would be a com- 
promise with the War Labor Board or 
Treasury leading up to an express find- 
ing of an unlawful amount paid (e.g. 
$5,000) instead of the amount claimed 
(e.g. $20,000). Still a third method 
would be to give retroactive approval 
equivalent to the portion to be forgiven. 
It is this latter method which Treasury 
appears prepared to use—and correctly— 
as to salaries under its jurisdiction. 

Surely it is to be expected that sooner 
or later the administration of the com- 
pliance activities of wage stabilization will 
be developed in a lawful and effectual 
way. Until that time, if an employer 
makes a settlement, he should at least 
be warned as to how little he receives in 
his turn. 
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If, as appears probable, the present 
general quiescence in enforcement activity 
is merely the lull before the storm, it is 
only provident to prepare for the investi- 
gation which is likely to come. This indi- 
cates that a study be made to see whether 
there are adequate records to sustain the 
validity of all new hirings and all com- 
pensation adjustments of old employees. 
I always introduce this subject with an 
apology. I know full well the overpower- 
ing burdens that already have been loaded 
upon nearly every controllér throughout 
this vast land. One of our clients has had 
two auditors break under the strain of 
their crowded hours. I would not will- 
ingly precipitate more catastrophes. Yet 
our experience has suggested that too 
often payroll records, even now, are al- 
together inadequate to justify compensa- 
tion practices since wage stabilization. 

Now is not the time nor is this the 
place to extenuate upon what records are 
necessary. A company which is relying 
upon a salary schedule under General 
Order 31 must, of course, have the rec- 
ords required by that order including, 
among the records most often missing, 
complete job descriptions of each position 
for which a range is claimed. In general, 
it seems sufficient to suggest here that 
there should be records to justify every 
increase and every rate for each new em- 
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ployee. It is not enough, for example, 
to record that an employee was given a 
“merit increase.” The files or the books 
should show in what respect this em- 
ployee, and not another, is entitled to the 
merit increase, and in what respect the 
services rendered are better than have 
been rendered by the particular employee 
in the past and are better than the services 
rendered by other employees not simul- 
taneously increased. 

We have been compelled to advise 
some of our clients to go back and set 
up an entirely new set of payroll records 
from about the first of 1942 down to date. 
While these will not enjoy the legal 
presumption of correctness which attends 
current original entries, nevertheless they 
are infinitely better than mere recollec- 
tion of the office manager or the foreman, 
who are mortal and may die. 

Obedience to the rules of wage stabili- 
zation cannot be accomplished by the 
adoption of any general policy. It will 
only flow from laborious and unremitting 
scrutiny of the often tedious details of 
wage and salary administration. Accord- 
ingly it seems essential that in every or- 
ganization some one executive should be 
designated who is charged with the re- 
sponsibilities of keeping himself posted 
on the subject and of auditing every sin- 
gle new hiring rate and compensation 





adjustment. The fellow who is selected 
will become the most unpopular man in 
the company. 

Many of the embarrassments of wage 
and salary control could be minimized if 
corporations would make a conscious ef- 
fort to explain to their employees the pur- 
poses of stabilization and the full impact 
of the rules. This must be addressed to 
employees of both high and low degree; 
for it is not uncommon that the President 
knows as little as the janitor does about 
the subject. 

These things I think are self evident: 


that if we are to avoid inflation we must. 


stabilize prices; that if we are to stabilize 
wages we must have tules; that if we are 
to have rules governing compensation of 
millions of employees in thousands of en- 
terprises, under all varieties of terms and 
circumstances, it is to be expected that 
there will be inconvenience and even in- 
justice. It does seem to many that the 
inherent difficulties of the policy have 
been somewhat augmented through an ad- 
ministration of the law which has failed 
of perfection by a distressingly wide mar- 
gin. Still and all, with a background of 
men in uniform who now offer their lives 
in forfeit upon the altar of war, it is not 
seemly for us at home to complain that 
compliance with wage stabilization is an 
insupportable hardship. 
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Decisions and Regulations of 





Wage and Salary Stabilization 


] am sometimes bewildered by wage 
stabilization and wonder if I can discuss 
it properly. The bewilderment to which 
I particularly refer is a recent decision of 
a regional War Labor Board. You have 
all heard about sound and tested going 
rates and know that wage stabilization 
regulations provide for approving wage 
increases up to the minimum of the sound 
and tested going rates, except in rare and 
unusual cases. In the case I have in mind, 
a wage increase to a large group of em- 
ployees was approved up to the maximum 
of the sound and tested going rates for 
the area, and with respect to some jobs, 
the increase approved was above the sound 
and tested going rates, according to avail- 
able information. The effect of this de- 
cision was to make the wage rates of the 
workers who received the approval higher 
than the majority of workers on similar 
jobs in their arva. Now this is confusing 
because it is hard to understand why the 
War Labor Board went beyond its estab- 
lished policy. 

I do not tell you about this decision in 
a way critical of the War Labor Board be- 
cause I have gotten along very well with 
the War Labor Board. It may be, if all 
the facts were known, that the War Labor 
Board had a good and sufficient reason 
for the decision. The War Labor Board 
has a certain amount of discretion in rare 
and unusual cases according to the par- 
ticular circumstances. The point I am 
trying to make is that decisions are often 
made by the War Labor Board that appear 
to be liberal in the light of the stabiliza- 
tion regulations and some employers may 
learn of these decisions and feel that the 
whole wage stabilization policy has been 
liberalized. This may lull the employer 
into believing that he may make similar 
adjustments without War Labor Board 
approval. However, the employer must 
not, under any circumstances, do so. Re- 
gardless of how meritorious a wage ad- 
justment may be and regardless of whether 
it is in line with approved cases, if the 
adjustment requires prior approval of the 
War Labor Board it is a violation of the 
regulations if made without prior ap- 
proval. 

What the enforcement attitude will be 
with respect to these technical violations 
where otherwise approvable adjustments 
have been made without prior approval, 
I do not know. I do think, however, the 
employer should avoid placing himself 
in a position to be charged with even 
technical violations. 

Discussing these changing decisions of 


By Willis L. Russell 


the War Labor Board brings to mind a 
principle that should be kept in mind in 
order to obtain a clear understanding of 
wage stabilization. There is no wage 
freeze. Wages were merely stabilized at 
the levels of September 15, 1942. Just 
what constitutes stabilization is a big ques- 
tion. The fact that wages were only sta- 
bilized allows, as you know, for numer- 
ous wage adjustments, and since these 
wage adjustments may be made it is nec- 
essary that there are constantly changing 
decisions and policies in regard to them. 
Therefore wage stabilization is in a state 
of constant change and flux. It has been 
a growing thing. The War Labor Board 
and the Salary Stabilization Unit learn as 
they go along and constantly change their 
regulations and policies in the light. of 
their new knowledge. I might compare 
this condition with the signs you have 
seen which read: “Road Under Construc- 
tion—Travel at Your Own Risk.” 

This constant change in wage stabi- 
lization regulations has made wage adjust- 
ments violations of the regulations today, 
whereas they were not violations of the 
regulations as first laid down. There- 
fore, in talking of enforcement of the 
wage stabilization regulations, I should 
like to call your attention to a very im- 
portant fact. Employers should not be 
charged with violations of the regulations 
as they exist today because of wage ad- 
justments properly made sometime ago 
when the regulations were different. 

There are two particularly important 
recent rulings on wage and salary stabili- 
zation that I should like to bring to your 
attention. The first is the War Labor 
Board regulation that requires 75 per cent. 
of all new employees hired to be hired at 
minimum rates for their jobs. When this 
regulation was first made in July of 1944, 
it provided that 75 per cent. of all em- 
ployees hired in each job classification 
must be hired at the minimum rate of the 
job classification. That regulation ap- 


peared to be particularly unworkable, and 
in September of 1944 it was modified 
to require only that 75 per cent. of all em- 
ployees hired in an establishment shall be 
hired at minimum rates. “Establishment,” 
as you know, is defined in the War Labor 
Board regulations and roughly means each 
separate place of business of the employer. 
The amended regulations seem to work 
— more satisfactorily than the orig- 
inal. 

The determination of the number of 
employees hired at above and below 
minimum rates is made on the basis of the 
employer’s wage stabilization year. There 
has been considerable discussion as to 
how the employer may budget his hiring 
so that by the end of a year 75 per cent. 
of the employees hired will have been 
hired at minimum rates. It has been ad- 
vocated that an employer anticipate the 
number of new employees who will be 
hired for the year and stop hiring at 
above minimum rates when the permitted 
25 per cent. of employees have been so 
hired. Personally, I do not think that 
method will work, and believe that it is 
a dangerous one to adopt. Very few em- 
ployers can anticipate in these changing 
times the number of employees they will 
hire in a year. For that reason, the most 
practicable method of keeping within the 
hiring rate regulations is to hire three out 
of each four employees at minimum rates. 
For instance, when one employee is hired 
at above minimum rate, the next three 
employees should be hired at minimum 
rates, and the hiring continued in this se- 
ries of four, with three out of every four 
being hired at minimum rates. This 
method is certainly the safe and conserva- 
tive one from the employer’s standpoint. 


BoNus RULINGS 
All of you no doubt remember the con- 


fusion that existed in 1943 with regard 
to bonus payments under the Salary Stabi- 








| NO EASY MATTER 


The problems which compliance with wage and salary stabilization 
decisions and regulations develop are manifold. In this paper, pre- 
sented by Mr. Russell at the October 24 meeting of the District of 
Columbia Control, there are many practical suggestions for those 
lodged with the responsibility for compliance. Mr. Russell is tax ac- 
countant of The National Cash Register Company, of Dayton, Ohio. 
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lization Unit’s rulings. The SSU rulings 
on bonuses were clarified into regulations 
on September 26, 1944, which applied 
to all bonus payments for the calendar 
year 1944, 

The term “bonus” as used by SSU in- 
cludes all forms of additional compensa- 
tion such as commissions, profit-sharing, 
amount bonuses, percentage bonuses, and 
Christmas bonuses. The regulations fur- 
ther divide bonuses into “percentage” 
bonuses and ‘‘amount’’ bonuses. 

The term “percentage bonuses” in- 
cludes all forms of compensation pay- 
ments determined by the use of percent- 
ages, ratios, proportionate salaries, profit- 
sharing, unit commissions, and such. The 
rule now with respect to percentage 
bonuses is that they may be paid in ac- 
cordance with any plan established prior 
to wage and salary stabilization provided 
the rate and method of determining the 
bonuses has not been changed. 

By “amount bonuses,” SSU means all 
lump sum payments to employees with- 
out any pattern or uniform plan. I think 
these bonuses are sometimes referred to 
as paternalistic bonuses. Amount bonuses 
may be paid without prior approval of 
SSU under two conditions. If the em- 
ployee has had no salary increase since 
October 3, 1942, or in some cases October 
27, 1942, he may be paid as a bonus, the 
higher of the amounts that he was paid 
for 1941 or 1942 provided the bonus does 
not exceed 50 per cent. of his basic sal- 
ary. If an employee’s salary has been in- 
creased since the dates referred to, he 
may be paid the same amount as his bonus 
for the year 1942 provided the bonus does 
not exceed 20 per cent. of his basic salary. 
If the bonus exceeds 50 per cent. of basic 
salary for employees who have had no 
salary increases or 20 per cent. of basic 
salary for employees who have had salary 
increases, its payment must be approved 
by SSU. 

I should like to call your attention par- 
ticularly to the fact that the new bonus 
regulations permit the paying of the same 
amount bonuses as were paid for the year 
1942. There is a trap for the unwary 
in this provision in that the employer may 
be led to believe that the 1942 bonus may 
be continued under any circumstances. 
Such is not the case because the 1942 
bonuses that are permitted to be continued 
are only 1942 bonuses that were properly 
established under salary stabilization reg- 
ulations in effect for that year. 

I know you are familiar with the wage 
and salary regulations and so, if you 
please, I shall hit the high spots and, 
aside from the two regulations just dis- 
cussed, will go on to regulations which 
are not new but nevertheless are very 
much alive. These regulations or rulings 
were issued quite some time ago and ap- 
pear to have been almost forgotten. 

On August 12, 1943, the Commissioner 
of Internal Revenue issued mimeograph 
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SSU No. 26. This mimeograph set up in 
detail the wage and salary stabilization 
enforcement procedure to be followed by 
the Bureau of Internal Revenue. The 
mimeograph was issued under authority 
of the basic wage and salary stabilization 
regulations which provide that wage and 
salary payments made in contravention of 
the regulations shall not be deductible 
against taxable income on tax returns. 
This provision has been written into in- 
come tax Regulations 111 as Section 29.- 
23(a)-16, and simply provides for the 
disallowance as income tax deductions of 
wages and salaries paid in contravention 
of the wage and salary stabilization regu- 
lations. 

SSU No. 26 supplements Regulations 
111 by laying down the procedure under 
which the Bureau of Internal Revenue 
will investigate and determine the deduc- 
tibility of wage and salary payments. The 
mimeograph provides that Internal Rev- 
enue Agents in Charge shall carefully 
select income tax returns for field investi- 
gation on the basis of whether an investi- 
gation under stabilization regulations 
should be made. The mimeograph then 
goes into considerable detail in setting 
up the method of investigation and the 
kind of reports revenue agents will be 
expected to submit. And as a final pro- 
vision, the mimeograph provides that the 
revenue agent must assume responsibility 
for seeing that no illegal wage and salary 
payments are allowed as deductions, and 
he must certify that no such deductions 
have been allowed. 

The enforcement procedure of SSU 
No. 26 was considerably bolstered when 
on April 3, 1944, the records that em- 
ployers were expected to maintain for 
revenue agent’s inspection were provided 
for. These provisions with regard to 
records are contained in SSU No. 53 is- 
sued April 3, 1944, and they apply only 
to records of salary adjustments to em- 
ployees under SSU jurisdiction. The prin- 
cipal provisions as to records apply in 
cases where the employer relies on his 
own salary policy in making salary ad- 
justments. 

SALARY RECORDS 


Where the employer relies on his own 
salary policy, the regulations require that 
a record be maintained for each position 
under SSU jurisdiction. This record shall 
cover the period from January 1, 1938 
to the end of salary stabilization, and 
show the salary paid for each position 
during that period. This record of posi- 
tions is required to be classified by kinds 
of positions—that is, the job classifica- 
tions—and to show the salary movement 
in each job classification. 

The regulations set up a test period for 
determining the employer's salary policy. 
The test period is from January 1, 1938 
until October 3, 1942. Actual salary ad- 
justments during this test period will de- 
termine what the employer's salary policy 


was prior to salary stabilization. The reg- 
ulations then require that an employer 
who relies on his own salary policy must 
follow subsequent to salary stabilization 
the same policy that he followed during 
the test period. This is accomplished by 
regulations providing that salary adjust- 
ments subsequent to October 3, 1942, 
shall not exceed in frequency or amount 
the frequency and amount of salary ad- 
justments during the test period. The reg- 
ulations also provide that the average rate 
in each job classification shall not be in- 
creased at a greater rate subsequent to 
salary stabilization than it was being in- 
creased prior to salary stabilization. Any 
deviation from salary policy during the 
test period should be approved by SSU 
before being made. 


REQUEST APPROVAL 


If an employer does not wish to rely on 
his own salary policy, he may request ap- 
proval of a salary policy—that is, rate 
ranges and a plan for making adjustments 
—from SSU. If an employer requests 
such approval, the regulations provide 
that the plan will be approved only if 
within certain limitations set forth in the 
regulations. 

When the revenue agent examines your 
income tax returns for salary and wage 
stabilization years, it will be his duty to 
carry out the foregoing enforcement pro- 
visions. In doing so, he will be charged 
with not only determining compliance 
under SSU regulations but also under 
War Labor Board regulations. I have not 
discussed the records required to be kept 
under War Labor Board regulations but 
should like you to note that they are set 
forth in general order No. 31 of the War 
Labor Board. If the employer has relied 
on his own salary and wage policy for 
making salary and wage adjustments, the 
revenue agent will expect to find the 
records required by SSU No. 53 and he 
will also expect to find proper records 
showing rate ranges, job classifications, 
and all the other records necessary to 
show that wage adjustments to employees 
under War Labor Board jurisdiction are 
within the provisions of the regulations. 

The investigation of compliance with 
wage and salary stabilization may cover 
two principal divisions. A check may be 
made to see whether adjustments that re- 
quired prior approval were properly ap- 
proved. With respect to this type of 
wage adjustment, if prior approval was 
required and was not obtained a violation 
of the regulations may be found regard- 
less of how meritorious the adjustment 
may have been, as I stated previously. On 
wage and salary adjustments where prior 
approval was obtained, the facts stated in 
the application for approval will be sub- 
ject to verification. The prior approval 
of wage and salary adjustments will not 
stand unless the facts stated in the appli- 

(Please turn to page 24) 
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Financing for Postwar Expansion 


War inspired expansion in production, 
employment, and general business since 
1940 has caused a false sense of security 
and complacency to prevail among many 
individuals and groups about conditions 
likely to exist during and for some years 
after the transition from war to peace. 
The subject of this discussion, I believe, 
places proper emphasis upon the critical 
need for more ‘‘expansion” as the key to 
the future to offset the inevitable con- 
traction in many activities now over- 
whelmingly devoted to war. 

Since 1940 the nation has added more 
than 22 billion dollars in new industrial 
facilities, financed more than 70 per cent. 
with public funds. Over-all civilian em- 
ployment has increased by more than six 
million persons, although about 11 mil- 
lion are now in the armed forces. Na- 
tional income. has expanded by more than 
90 per cent. during the same period, 
reaching 148 billion dollars last year. The 
prime motivating force behind these 
gains, however, is government spending 
which for wart purposes now exceeds 
seven billion dollars a month. Moreover, 
70 per cent. of total manufacturing out- 
put is now for war purposes, and between 
40 and 45 per cent. of all national ex- 
penditures is for similar purposes. From 
any peacetime or “normal’’ standpoint, 
this is a highly artificial situation. 

Following the war in Germany, cutbacks 
of as much as 40 per cent. or more have 
been predicted in industrial production. 
While the Midwest as a whole may expect 
a somewhat smaller cutback because of 
the importance of products being manu- 
factured here for the Pacific war, never- 
theless hundreds of thousands of workers 
and hundreds of manufacturing plants are 
certain to be affected. As the end of the 
wat with Japan approaches, very sharp 
cutbacks can be expected, reducing war 
demand to a minimum. 

The much advertised backlog of de- 
mand for civilian goods obviously will 
play an important role in mitigating the 
effects of cutbacks in war production, but 
even this backlog will be a temporary fac- 
tor. Within two to five years following 
the war with Japan we will face a critical 
period of adjusting our economy to con- 
ditions in which the artificialities of war 
demand and spending, as well as war- 
caused backlogs of demand for goods, 
will be absent. We must find some way to 
achieve levels of employment and _pro- 
duction which will not be too different 
from the wartime levels we now know. 
The importance of expanding the activi- 
ties of the nation following transition 
from war to peace can be forcefully 
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shown in terms of what it would mean 
for us to return to 1939 levels. Value 
of industrial production would be cut in 
half, jobs would be reduced about 25 per 
cent., and payrolls and incomes cut 50 
per cent. 


ROLE OF FINANCE 


What role will finance play in the post- 
war expansion which has been shown to 
be needed? To provide a basis for an- 
swering this question, we must inquire 
how businesses in general have financed 
their wartime expansions, and how their 
current financial status is likely to influ- 
ence their postwar financing requirements. 

The large increase in general financial 
liquidity which has occurred during the 
wat has been reported extensively, but 
far less attention has been paid to the 
causes, wartime need, and the probable 
postwar effectiveness of such financial ac- 
cumulations. The factual increase is given 
as follows: The Securities and Exchange 
Commission states that since 1939 the 
working capital of United States corpora- 
tions has increased nearly 70 per cent. A 
survey of demand deposits of individuals, 
partnerships, and corporations, made by 
the Federal Reserve System, reveals that 
about three-fourths of the 18 billion dol- 
lar increase in such deposits since 1941 
has been made by non-financial business 
firms. Large non-financial corporations 
are also known to have increased their 
holdings of government securities from 
four billion dollars, at the end of 1941, 
to 16 billion dollars at the end of 1943. 

While there are wide variations, it is 
not untypical to find many business firms 
with tax reserves as high as four times 
their 1939 levels. Manufacturing com- 
panies have made very small demands on 
the security markets and commercial banks 
for war financing. There is some indica- 
tion that progress has been made in ac- 
cumulating net worth, although total 


corporate capital is still below the level 
at the end of the 1920's. 

At least two factors have been respon- 
sible for this increased liquidity. First, 
private requirements for capital expendi- 
tures have been greatly reduced because 
of necessary government financing of spe- 
cialized war plants and the importance 
of government controls in restricting pri- 
vate expansions in plant, equipment, and 
related items. Second, government funds 
have become available to business firms 
in exceedingly large amounts throughout 
the war period. These funds include di- 
rect advances to war contractors, progress 
payments on war contracts based on a 
cost-plus fixed fee basis, and accumula- 
tions resulting from the regular deferral 
of income tax payments for a twelve 
months’ period. 

Government funds have provided about 
half of the increases needed by large firms 
to finance wartime operations. Most of 
the remaining requirements for large firms 
have been readily provided from the usual 
internal sources, such as revenues set 
aside for depreciation and other costs not 
yet assessable, and net income retained 
after the payment of dividends. The in- 
creased inflow of funds, moreover, has 
exceeded the expanded use of funds caus- 
ing temporary investments and cash to 
double for many large business firms 
since 1939. 

Information about the financial posi- 
tion of small and medium-sized firms is 
for the most part fragmentary and hence 
inconclusive. Nevertheless, some sample 
studies have shown financial gains for cer- 
tain well-established small and medium- 
sized businesses proportionately equalling 
or exceeding those for large firms. No 
generalization can be properly made, how- 
ever, that smaller firms as a whole have 
achieved the same degree of financial 
strength and liquidity as the largest firms. 

What are likely to be the postwar finan- 
cial requirements of business firms ? What 








FINANCING MUST BE AVAILABLE 


The postwar expansion that will be necessary to insure productive 
jobs, in private enterprise, will require vast financial resources plus 
access to additional funds. Who will provide these requirements? The 
banks, the security markets, insurance companies—or government? 
This review and forecast by Mr. Hoadley, industrial economist of the | 
Federal Reserve Bank of Chicago, was presented at the September 27 
meeting of the Indianapolis Control. A careful reading of it is recom- 
mended for, as the author points out, ‘our economic future lies in 
expansion of production and employment, and under no circum- 
stances can finance be allowed to be a deterrent to that goal.” 
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factors will influence their financial re- 
sources during the period of transition 
and immediately thereafter ? 

War contractors merit first attention. 
Financial requirements and resources of 
these firms obviously will be influenced 
by the scale and timing of conversion. 
Speed of termination settlements alone, 
according to some estimates, may be re- 
sponsible for causing working capital 
needs to range from no additional tre- 
quirements to perhaps an increase of 50 
per cent. over present net working capital 
levels. There appears to be widespread 
confidence that payments on contract set- 
tlements will be made rapidly by gov- 
ernment contracting agencies, minimizing 
needs for financing to liquidate invest- 
ments in war production. The new “T” 
loan program established under the pro- 
visions of the Contract Settlement Act of 
1944 is designed specifically to make 
funds available to war contractors pend- 
ing final settlements. 

Some interim financing, nevertheless, 
will be needed regardless of whether or 
not funds are immediately available from 
government or other sources for (1) re- 
conversion and modernization of existing 
plants and equipment, (2) new facilities 
to expand peacetime production and em- 
ployment, (3) accumulation of inven- 
tories appropriate to peacetime production 
and marketing requirements, and (4) 
meeting labor and other costs during the 
interim between the start of peacetime 
production and the realization of income 
from sales. 

The speed with which the civilian 
economy picks up following conversion 
will be a heavy determinant of the ade- 
uacy of existing business finances of in- 
dividual firms. A very rapid expansion, 
raising levels of production and employ- 
ment to approach those we are now ex- 
periencing, might easily necessitate ex- 
ternal financing by even the firms which 
now have the largest financial accumula- 
tions. In contrast, a very gradual expan- 
sion program, requiring several years to 
achieve satisfactory high levels of produc- 
tion and employment, probably will re- 
duce materially the volume of new financ- 
ing needed from external sources because 
of previously accumulated funds avail- 
able for use and the further provision of 
funds from current operations. 

In addition to the speed and scale of 
contract settlements, financial require- 
ments of war contractors will be influ- 
enced by many other separate and inter- 
related factors, including: (1) contingent 
liabilities carried over from war opera- 
tions, including dismissal payments and 
outlays for re-establishing marketing chan- 
nels, (2) amount of discretion allowed 
manufacturers in continuing operations 
and costs after termination in relation to 
final contract settlements, (3) terms on 
which Government-owned plants, equip- 
ment, and surplus materials can be leased 
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or purchased, (4) quality of net working 
capital, or, in other words, the composi- 
tion of current assets and liabilities, (5) 
backlog of deferred maintenance and post- 
poned capital replacements, (6) level and 
distribution of corporate taxable income 
which will affect the available amount 
of tax refunds, (7) level of prices which 
can alter substantially the effectiveness of 
any cash position, (8) scale of resumption 
of peacetime operations, including the 
introduction of new products and new 
methods of production, reflecting the 
level of expectations of manufacturers, 
and (9) influencing the entire situation, 
the general levels of the income and de- 
mand for the products and services of 
business firms. 


SUBCONTRACTORS’ POSITION 


The position of subcontractors in war 
production, specially those several tiers 
below the prime contractor, is the subject 
of wide discussion. In all probability, 
many small subcontractors will have pro- 
portionately greater drains on their finan- 
cial resources during and immediately 
after conversion than larger firms, but 
may be much less fortunately situated. 
Their interim financial needs will often 
resemble, on a smaller scale, those of 
prime contractors. Inasmuch as subcon- 
tractors are dependent upon financial and 
other ‘decisions far removed from them, 
however, they obviously are in a disad- 
vantageous position if only because of 
the additional time needed to reach final 
war contract settlements and receive pay- 
ment. New legislation and an increasing 
awareness of the subcontractors’ financial 
problems should assist in re-establishing 
their businesses on a peacetime basis. 
Nevertheless, there seems to be justifica- 
tion for anticipating considerable financial 
difficulty on the part of many war sub- 
contractors in the transition period to 
peace. 

Non-war contractors, including manu- 
facturers and those engaged in trade and 
service activities, will face somewhat dif- 
ferent financial problems during transition 
from the war contractors. No contract 
termination matters will be involved. Nu- 
merous small manufacturers have not been 
able to keep their plants up to date during 
the war and hence, will face moderniza- 
tion outlays. These will be needed to meet 
the keen product-cost competition expected 
from all-sized producers, once manpower 
and materials become available for civilian 
production. Inventories will have to be 
accumulated. Weakened working capital 
positions must be restored, particularly 
where there have been long periods of 
sales declines and losses. Some of these 
firms will have lost their prewar credit 
status which must be reestablished. 

Trade and service firms will have sim- 
ilar financial needs. New outlets must be 
developed as well as new markets, and 





trade credit extended. Many of the fac. 
tors which have been mentioned as likely 
to influence sharply the financial require. 
ments of war contractors will, of course, 
also be important in determining the 
financial needs of businesses which have 
not participated directly in war production 
or services. 

From the point of view of postwar ex- 
pansion, the financial requirements of 
firms entering business fields for the first 
time will be particularly important. The 
business death rate has been heavy during 
the war, but even more signficant has been 
the very low birth rate of new business 
firms. Necessary wartime restrictions ob- 
viously have impeded the development of 
new businesses. When these restrictions 
are removed, opportunities will arise 
throughout the nation, particularly for 
small businesses in the trade and service 


field. As in the past, the principal prob- 


lem facing such firms is the persistent one 
of equity capital requirements. Because 
the typical small firm getting started is a 
poor credit risk for most financial insti- 
tutions, the financial needs of small and 
medium-sized _businesses,* nevertheless, 
loom as the largest to be filled in the 
period immediately ahead. 

Where does this all lead us? We have 
reviewed the liquidity position of business 
firms in general and have considered 
briefly some of the more obvious types of 
financial requirements of business firms 
and the factors likely to influence the size 
of these requirements. Obviously the mag- 
nitudes involved cannot be estimated 
with precision, but it appears certain re- 
quirements will not be small. 


AVAILABLE RESOURCES 


Let us now consider the financial re- 
sources available to meet these anticipated 
demands. The internal sources of funds 
have been shown to be large for many 
firms, but there is considerable disagree- 
ment as to the meaning of wartime finan- 
cial accumulations. 

“American industry as a whole is finan- 
cially prepared to reconvert to peacetime 
production and also to undertake consid- 
erable expansion without recourse to out- 
side sources of funds,’ reads a recent 
statement issued by the Securities and Ex- 
change Commission. The additional com- 
ment is made that at the end of 1943 
American corporations were in as favor- 
able a financial position as ever in their 
history. 

At the opposite pole, spokesmen for 
the National Association of Manufactur- 
ers have declared that “‘business is going 
to need cash and lots of it when the wart 
ends,” with the implication that it is 
highly misleading to say that industry has 
plenty of money to reconvert to peacetime 
production and undertake considerable 
expansion. There is general agreement, 
however, that the war has brought a sub- 





co! 
fir 


res 


ter 
ne: 


col 
Cay 
ert 
an 
ne 





fac. 
ikely 
uire- 
urse, 

the 
have 
‘tion 


> €X- 
of 
first 
The 
ring 
een 
ness 
ob- 
t of 
ions 
rise 
for 
vice 
rob- 
one 
4use 
is a 
isti- 
and 
less, 
the 


ave 
1ess 
red 
: of 
rms 
51Ze 
ag 
ited 


re- 
ted 
nds 


any 


an- 


me 
sid- 
ut- 
ent 
Ex- 
ym- 
43 
‘Or- 
eif 


for 
ur- 
ing 
vat 
has 
me 


ble 
nt, 








stantial increase in financial liquidity to 
American business firms. To conclude 
from this that there will be little or no 
demand by business for additional funds 
during and immediately after transition, 
is, of course, another matter. 

It may be true, as the Guaranty Trust 
Company of New York reports in its 
monthly review, that whatever the credit 
requirements of the postwar period may 
be, there is every reason to believe that 
they can be met without difficulty. In 
support of this contention, the liquid posi- 
tion of many firms probably will remain 
high during the remaining months of war 
despite the tapering off of the availability 
of Government funds. This may be true 
because manufacturing activity is not likely 
to be expanding further for war purposes, 
leading to less absorption of funds in 
customer credit and inventories, while in- 
ternal funds continue to be available. 


AGGREGATE Is DECEPTIVE 


Although the available evidence sup- 
ports the view that American business 
firms on the whole are financially pre- 
pared to reconvert to peacetime produc- 
tion, such a conclusion obviously has defi- 
nite limitations. Aggregate figures for 
“business firms on the whole” obscure in- 
dividual requirements within and between 
industry groups and by size of business. 
Available financial statistics relate only to 
established companies and exclude from 
consideration the requirements of new 
firms. The wartime accumulation of liquid 
resources obviously means nothing per se 
because such accumulation must be in- 
terpreted in terms of some level of busi- 
ness activity and prices. 

In some recent discussions, the net 
working capital position of firms has been 
considered loosely, as if the net working 
capital consisted entirely of cash and gov- 
ernment securities. Inasmuch as such cash 
and government securities commonly are 
needed to offset tax liabilities, more prop- 
erly, attention might be directed to in- 
ventories and other less liquid assets 
included in net working capital. Conse- 
quently, the net working capital situation 
may be less comforting than the figures 
would imply. 


CONTRACT SETTLEMENTS 


Finally, there seems to be at least some 
reason for questioning the widely ac- 
cepted view that a speedy settlement of 
all war contracts will actually take place. 
While in the aggregate this situation may 
be true, it seems fairly evident that many 
war contractors may be involved in con- 
tract termination negotiations for exten- 
sive periods before reaching final settle- 
ments and payments. In summary, the 
over-all financial resource pattern of busi- 
ness now looks favorable as compared 
with funds likely to be needed, but there 
is very little basis for concluding that all 
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firms will have adequate finances to meet 
their transition cal expansion require- 
ments. 

Commercial bank loans have actually 
declined about 10 per cent. during the 
war. When guaranteed loans are excluded 
the decline is more than 20 per cent. 
Moreover, the present volume of com- 
mercial bank loans is roughly 30 per cent. 
below the period immediately following 
World War I. The new “T” loan device 
designed to free working capital for 
peacetime production purposes thus far 
has not been used very widely. The ex- 
planation seems to be that many manufac- 
turers believe such loans are not necessary 
in light of expected speedy contract set- 
tlements. There is general agreement, 
moreover, that “T’’ loans are likely to be 
most important for subcontractor’s sev- 
eral tiers removed from prime contractors. 
In these instances, some prolonged settle- 
ment problems are anticipated. In any 
event, commercial banks will be able to 
make whatever loans are necessary. Many 
requirements for funds, however, may not 
geet conventional bank loan standards. 

Banks must explore new and adapted 
lending devices in order to make loans on 
some other basis than requiring three dol- 
lars of equity for every one dollar bor- 
rowed. Bankers must center their efforts 
where loans can be made, keeping in 
mind legal restrictions on lending opera- 
tions and the obvious necessity for using 
good business judgment in credit exten- 
sion to avoid ruinous losses. Medium 
and small-sized businesses and consumer 
financing seem to offer the best loan pros- 
pects for banks. In all instances, however, 
efforts must be made wherever possible 
to overcome weaknesses in credit status 
judged solely by conventional standards 
of financial statement analysis. Loans 
should be considered in terms of produc- 
tion and jobs contributing to postwar ex- 
pansion. 


FINANCIAL ACCUMULATIONS 


As indicated earlier, very little recourse 
has been made during the war to the or- 
ganized security markets. Tremendous pri- 
vate financial accumulations have been 
made during the war which may be 
tapped through the flotation of new se- 
curities. By June 30, 1944, individuals’ 
holdings of cash and Government securi- 
ties amounted to an estimated total of 
130 billion dollars, almost double the 
amount held at the time of Pearl Harbor. 
Already there is evidence that new and 
refunding issues will make use of these 
accumulations. These funds, however, will 
be available primarily to meet the longer 
term capital needs of large and medium- 
sized firms. Small establishments, it is 
recognized, probably will not be aided 
greatly through the security markets. 

Insurance companies also provide an- 
other vast source of financing and there is 
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some indication that some industrial lend- 
ing may be undertaken. Trade credit, al- 
ways an important source of financing, 
particularly for small concerns, is certain 
to play an important role during and after 
the transition to peace. 

Because of the urgent necessity for 
maintaining a satisfactory high level of 
employment and production during the 
postwar period, it must be recognized that 
if private business firms do not expand 
sufficiently, and specifically if private 
financing institutions hesitate to lend 
funds to make such expansion possible, 
government will be called upon for fur- 
ther financial assistance. Already there are 
more than fifty government lending 
agencies. The precedent for government 
guaranteed loans established during the 
war poses many problems for banking in- 
stitutions. Further extension of the guar- 
anteed loan principle has been suggested 
in Congress. Direct lending to business 
firms has also been proposed. 


CHALLENGE TO ALL 


The foregoing offers a real challenge 
to all of us who are concerned with the 
future of this nation. Expansion must take 
place. Financing will have “an important 
part in this expansion. Large firms with 
sound financial status at present may have 
financial requirements during and after 
reconversion, but this cannot be certain. 
Medium and small-sized firms, both new 
and old, likely will have very heavy tran- 
sition and later, financial demands. The 
problem of equity capital for small busi- 
ness remains as important now as ever. 
We must not be misled into unwise gen- 
eralizations by figures showing heavy 
financial accumulations. These accumula- 
tions are significant mainly in an over-all 
sense and in terms of fairly rigid levels of 
business activity. Our economic future 
lies in expansion of production and em- 
ployment, and under no circumstances can 
finance be allowed to be a deterrent to 
that goal. 





CORPORATE CONTROL 
(Continued from page 12) 











which should be adopted to accomplish 
improved operation. 

Finally, a plan of general control should 
be incorporated to cover expenditures, 
personnel practices, merchandising, plan 
of organization and similar problems com- 
mon to all departments and divisions. 


Per petuation 

A staff agency should be appointed to 
keep the plan of organization up to date. 
This requires frequent and regular re- 
views to see that everything is proceeding 
according to plan and that new and re- 
vised ! spams and procedures are incor- 
porated. 











STABILIZATION 
(Continued from page 20) 











cation were correct. All approvals by 
SSU and WLB are so qualified. There- 
fore, in making applications for approval, 
the facts should be frankly stated and no 
attempt should be made to over-sell the 
proposed adjustment, because in doing so 
there is a hazard that it may be found that 
the approval was not based upon a proper 
statement of the facts by the employer. 
If so, adjustments made under the ap- 
proval will be in contravention of the 
wage and salary stabilization regulations. 
However, where the employer has ap- 
proval for wage and salary adjustments 
and the facts stated in the applications for 
approval will stand up under the revenue 
agent’s verification, the employer cannot 
be held in violation of the regulations. 

If the examining officer finds that prior 
approval was required for certain wage 
and saiary adjustments and that approval 
was not obtained, he may charge a viola- 
tion. In this type of violation, I do not 
know how much consideration will be 
given to whether the adjustment would 
have been approved upon application, but 
in cases that have come to my attention 
the War Labor Board has not always im- 
posed the full penalty under these circum- 
stances. 

An investigation may also be made of 
wage and salary adjustments mde with- 
out approval to determine whether they 
were made within the regulations. This 
will apply principally in cases where the 
employer has relied on his own salary 
plan or schedule and will probably in- 
volve testing the rate ranges and job clas- 
sifications, and seeing that wage and sal- 
ary adjustments have been made either in 
accordance with the employer’s properly 
established plan or with the plan set up 
in general order No. 31 of the W.L.B. 

I have dwelt upon the Commissioner's 
verification of wage and salary adjust- 
ments not for the purpose of alarming 
you but for the purpose of calling your 
attention to the fact that some of us may 
have forgotten that all wage and salary 
adjustments under stabilization are sub- 
ject to a final overall check. As a matter 
of fact, the War Labor Board is now mak- 
ing investigations of wage and salary ad- 
justments and in some cases is setting up 
penalties for violation. But the fact that 
your wage and salary adjustments may 
not be investigated by the War Labor 
Board immediately does not mean that no 
investigation will be made, because of 
the procedure set up for the final overall 
investigation when your income tax fe- 
turn is examined. To prepare for this 
final check of wage and salary adjust- 
ments, it is advisable to get all of the re- 
quired records of salary and wage stabili- 
zation into proper form and to maintain 
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them until final clearance is obtained. 
Having these records in proper and com- 
plete form will facilitate the examination 
and I am sure will help both you and the 
examining officer in finally clearing and 
passing all the wage and salary adjust- 
ments that you have made. 





READJUSTMENTS 
(Continued from page 9) 











ENGINEERING 


Establish an engineering program 
that bears a balanced relationship to 
projected sales program. Modernize the 
operating efficiency and appearance of 
prewar products. Study carefully the 
applicability of war ideas to commer- 
cial products. Use government agencies 
to assist in developing ideas on prod- 
ucts, materials and processes, 1.e.,— 
Smaller War Plants Corporation, Prod- 
uct and Technological Division of the 
Labor Department, Department of 
Commerce and Bureau of Standards. , 

It is important to have available ac- 
ceptable products to permit speedy re- 
turn to commercial production. If 
volume of government business restricts 
unfairly, discuss with officials for the 
relief that they may offer to you. 


CURRENT PLANNING 


As part of an overall program, plan 
to: (a) maintain a liquid position; (b) 
reduce inventories to the minimum; (c) 
restrict bank accounts to the institu- 
tions where maximum borrowing ca- 
pacity may be available; (d) press to 
bring deliveries of war contracts up to 
date to avoid termination by default; 
and (e) convert letters of intent to 
fixed price contracts. 

Consideration of the immediate post- 
war problems cannot overlook the need 
for capital to finance cancellation 
claims and conversion costs; also, the 
need for organizing personnel and pro- 
cedures to expedite claims for termi- 
nated contracts. 


War FINANCING 


VT loans permit contractors to bor- 
row funds for war production and also 
against termination claims. The amount 
which may be borrowed is a stated per- 
centage, usually up to 90 per cent., of 
inventories, work in process, accounts 
receivable, and without duplication, 
amounts paid or currently to be paid to 
subcontractors or suppliers by reason 
of contract terminations. 

Because it became evident that a large 
number of contractors had not taken 
advantage of such loans and, in the 
event of sudden contract termination, 
would be placed in a serious cash posi- 
tion, the J loan was made available un- 
der the Contract Settlement Act of 1944, 


by which contractors may acquire fi- 
nancing of termination claims within 
30 days after proper application there- 
for. 

In view of the large amount of capital 
that is currently locked up in facilities, 
inventories and accounts receivable that 
have been acquired and developed as a 
result of ain: iA it appears incon- 
ceivable that industry can finance its 
conversion program without the use 
of “VT” or “T” financing. 


TERMINATIONS 


1. Organize to deal with terminations as a 
matter apart from regular operations. 

2. Appoint a coordinator of such stature that 
he may be cloaked with the full responsibility 
of negotiating settlements. 

3. Recognize that it is the prime contractor's 
responsibility to consummate reasonable set- 
tlements with his suppliers and subcontractors. 
In the final analysis, the controlling test of 
reasonableness appears to be whether or not 
the prime contractor would conclude the set- 
tlement if reimbursement by the government 
were not involved. 

4. Describe materials in a manner that will 
expedite disposal. The language used should be 
similar to that which you would desire if you 
wished to purchase the material from others. 
Classify the inventories as to raw material, 
work in process and finished goods. Minimize 
description of such articles for which no 
market is available—this will generally apply 
to items in the work in process classification. 
5. Make space available in which materials ac- 
quired for cancelled contracts can be quickly 
concentrated. 

6. Organize procedures and personnel for dis- 
posing of surplus termination inventories, aad 
minimizing the surplus through absorption in 
the following channels: (a) divert to other 
open war orders; (b) return to original sup- 
pliers as much of the residue as they can ab- 
sorb—the Agency agreements now being estab- 
lished by Defense Supplies Corporation will 
permit the original supplier to more effectively 
control disposal of surplus inventories; (c) 
submit offers for any residue that you can use 
for future operations; (d) obtain contracting 
officer’s direction as to disposition of any other 
unabsorbed balance. 

7. Endeavor to obtain approval from Army 
and Navy to settle claims of your subcon- 
tractors and suppliers up to $10,000 without 
further approval of contracting officers. Very 
recently, this is being extended to subcon- 
tractors. 


CONCLUSION 


I am of the opinion that the immedi- 
ate postwar period will bring neither a 
deep depression nor a full-sized boom. 
On the one hand we will have deferred 
demand, which itself will be subject to a 
selective frame of mind on the part of 
the purchaser, generated by advertising 
which has been pregnant with imagina- 
tion. This will be offset by the unem- 
ployment created by released service 
men and termination of war contracts. 

Some balance will be effectuated by, I 
hope, an administration alive to the 
political necessity of avoiding serious 
unemployment and, perhaps more pat- 
ticularly, business men responsive to the 
task of creating and maintaining em- 
ployment to stimulate purchasing and 
bring sustenance to the economic phases 
of our lives. 
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No, these aren’t international financiers in 
action. They are very youthful postage stamp 
collectors exchanging duplicates. 

Their catalog — if they have one — may be 
out of date in its information on the stamp 
market. But what of it? Their evaluation of 
the “deal” they make is often determined by 
bright colors and exotic pictures. 

As they grow older they will learn the true 
value of stamps. Likewise, when they enter 
the business world, they will learn that up-to- 
the-minute, accurate figures and facts must 
be the basis of every transaction. 

This necessity of getting such facts and 
figures with speed, efficiency and economy 
is reflected in the large and increasing ex- 
tent to which Management depends upon 
Comptometer adding-calculating machines 
and modern Comptometer methods. 

The Comptometer, made only by Felt & 
Tarrant Manufacturing Company, 1734 North 
Paulina Street, Chicago 22, Illinois, is sold 
exclusively by the Comptometer Company. 


COMPTOMETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES AND METHODS 
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Controllership Foundation Is Welcomed 








By Arthur R. Tucker 


The Controllership Foundation, Inc., 
though still in the formative stage, is be- 
ing warmly welcomed by members of The 
Controllers Institute of America, who are 
the only ones up to this time to whom 
notice of its organization has been given. 
January will see further progress in im- 
plementing this new agency, including 
selection of its first Board of Trustees, 
who are to be fifteen in number. Other de- 
tails of organization, among them election 
of officers, will be completed promptly. 

Many have sent words of encouragement 
and commendation. Mr. George R. Ran- 
kin, controller of Artloom Corporation, 
Philadelphia, states: 


“This will acknowledge receipt of Mr. 
Burbott’s letter dated December 15, and 
pamphlet describing the Controllership 
Foundation, Inc. 

“I have for a long time felt that in 
comparison with other organizations, the 
amount contributed to The Controllers 
Institute was ridiculously small. In fact, 
when John C. Naylor paid his offictal 
visit to the Philadelphia Control about a 
year ago, he, Tom Dinlocker, and I, to- 
gether with several others, had a consid- 
erable discussion on the subject, running 
far into the night. Undoubtedly the for- 
mation of The Foundation is the most 
logical solution that could have been 
made of the problem of larger dues, and 
I would like to congratulate you and the 
others who worked on it, on doing an ex- 
cellent job. 

“As an indication of my support, I 
have arranged to take out two Associate 
Memberships—one in my own name as a 
member of The Controllers Institute, and 
the other in the name of the Company. 

“I am certain that the results from the 
Foundation’s work will be worth many 
times the contributions and efforts on its 
behalf made by our membership at large.’ 


Mr. John Horvit, Vice-President, Daly 
Bros. Shoe Co., Inc., of Boston, writes: 


“I take pleasure in sending you my ap- 
plication for membership as an associate 
member. 

"Tl have read with substantial interest 
the pamphlet you enclosed outlining the 
reason for the Foundation, its aims, and 
other details, and subscribe to it most 
heartily. I shall be very happy to cooper- 
ate in any way I possibly can.” 


Mr. M. C. Buck, Assistant Treasurer, 
Detroit Harvester Company, Detroit, says: 


“Attached hereto is a check re present- 
ing dues in The Foundation for a period 


Controllership Foundation’s Creation Is a Significant 
Milestone, Declares E. W. Burbott, Institute President 


HE decision of the Board of Directors of The Controllers Institute of 

America to create the Controllership Foundation, Inc., is, to my 
mind, one of the most significant milestones in the history of The Insti- 
tute’s constructive progress. 

It bespeaks recognition on the part of The Institute of the opportunity 
for greater service to its membership and business enterprise, and the pur- 
pose to fulfill that destiny. 

It bespeaks recognition on the part of the membership of The Institute 
of the opportunity for greater service in the field of controllership and 
the purpose fully to meet that opportunity. 

The Foundation is now in existence and will shortly be ready to under- 
take accomplishing the purposes for which it was created. Those put- 
poses are clearly set forth in the announcement recently sent to all mem- 
bers of The Controllers Institute of America, and need not be repeated 
here, but the accomplishment of those purposes carries with it an impli- 
cation of tremendous import to controllers and to business enterprise. 

Many matters of vital concern to controllers are obscure, misunder- 
stood or misinterpreted because of the lack of factual data concerning 
them, data which, as individuals, controllers have neither the time nor the 
facilities to gather; data which would make possible sound decisions in 
contrast to mere surmises. 

In the field of technology, vast funds are expended annually by great 
research organizations to determine facts upon which to base action. With- 
out this activity many of the things which now enrich our daily lives 
would be generations away. 

There is every reason to believe that through constructive study and 
directed research, much faster progress could be made in the art and 
science of controllership, from which beneficial results would inevitably 
accrue to business enterprise and to the national economy. 

I believe firmly that in the years to come the Controllership Founda- 
tion, Inc., can accomplish great strides in this direction and that it, there- 
fore, merits the wholehearted support, not only of the members of the 
Controllers Institute of America, but of all those engaged in American 
business, industry, and finance. 





of twelve months, and, also an applica- 
tion for membership. My membership 
number in The Controllers Institute of 
America is 2,539. 

‘It will be very interesting to follow 
the developments of this Foundation, and 
the data prepared will be looked forward 
to eagerly by the writer.” 


Mr. A. J. Fournier, assistant treasurer 
of the Heald Machine Company, of 
Worcester, Massachusetts, sees great pos- 
sibilities in The Foundation, which he ex- 
presses in a letter to the author: 


"I have just received the announcement 
of the incorporation of the Controllership 
Foundation. Let me congratulate you upon 





your foresight and ability in creating new 
Opportunities for a profession which has 
already achieved so much under your 
vision and guidance. 

“Your leadership is inspirational, and 
I venture to say that even the eyes of the 
classical professions, namely, law, theol- 
ogy, and medicine, will be focused upon 
this new enterprise. I predict that they 
will see upon the horizon new achieve- 
ments which they might well copy.” 


Concerning which one might comment 
that it is not a one-man achievement, but 
rather the expression of the consensus of 
thought and hope of a large number of 
controllers, and the result of their hard 
work, inspiration, and enthusiasm. 
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Keeping Up with The Institute's Members 








The increasing solidarity and cohesiveness of 
controllership as a calling are evidenced by the 
many announcements and notices of the doings 
of individual controllers which come to this 
publication. They constitute one of the first 
features of this magazine's contents to be read, 
not only by members of The Controllers In- 
stitute of America, but by the hundreds of 


subscribers. —THE EpITor 


Mr. J. G. Wilson has been transferred from 
the Chicago to the Philadelphia Control ot 
The Institute, having joined the executive staff 
of Radio Corporation of America, in Camden, 
New Jersey. Mr. Wilson, holder of Member- 
ship Certificate number 1078, has been affi- 
liated with The Institute since November, 
1937. 


Until recently a Captain in the United States 
Marine Corps Reserve, Mr. D. S. Jeppson an- 
nounces his affiliation with the Lane-Wells 
Company, of Los Angeles, California. Mr. 
Jeppson became a member of The Institute in 
August, 1939, and is holder of Certificate num- 
ber 1495. 


Word has been received from T/4 Gordon 
A. O’Brien that after several months in Eng- 
land, his unit was transferred in the early fall 
to France. A member of The Institute since 
January, 1942, he was auditor of Worth Tele- 
gram Publishing Co., Inc., in Worcester, Mas- 
sachusetts, prior to his induction. 


Mr. Ernest Katz recently opened offices as a 
retail consultant at 60 East 42nd Street, New 
York 17, New York. Mr. Katz, a member of 
The Institute since December 1941, was previ- 
ously connected with R. H. Macy and Com- 
pany as corporate controller. 


Mr. Edward S. Reddig, former assistant to 
the controller of The White Motor Company, 
was elected controller at a meeting of the board 
of directors on November 29, 1944, according 
to announcement by Mr. Robert F. Black, 
president. He succeeds the late Mr. H. Parke 
Thornton. Mr. Reddig is a member of the Con- 
trollers Institute of America. 


Major J. C. Shumberger has been chosen 
moderator of the Lehigh Presbytery at a spe- 
cial meeting of delegates from the 44 congre- 
gations included in the Presbytery. Major 
Shumberger, a past president of the Controllers 
Institute of America, was recently presented 
with an honorary degree of Doctor of Laws 
from Muhlenberg College. He is vice president 
and comptroller of the Call-Chronicle Com- 
pany of Allentown, Pennsylvania. In connec- 
tion with his newest appointment, it was 
pointed out that choice of a layman for this 
position is highly unusual and reflects the high 
regard in which Major Shumberger is held 
throughout the Presbytery because of his wide 
and useful activities therein during many years. 
His elevation to the highest position in the 
Presbytery follows 14 years of service to the 
First Presbyterian Church of Allentown as rul- 
ing elder. He has also been active in the 
Pennsylvania State Synod for many years. 


Mr. Herman A. Papenfoth became secre- 
tary and treasurer of the Trumbull Electric 
Manufacturing Company, Plainville, Connecti- 
cut, on January 1, 1945, at which time Mr. 
Richard L. Goodwill was named assistant sec- 
retary and assistant treasurer. Mr. Papenfoth, 
who was elected to membership in The Con- 
trollers Institute of America on November 28, 
1938, has served with Trumbull Electric con- 


tinuously since 1917 with the exception of a 
period of one and one half year’s service over- 
seas in World War One. He has held several 
positions in the accounting and statistical de- 
partments of the company and until recently 
held the title of chief accountant. Mr. Papen- 
foth is a past president of the Hartford Con- 
trol of The Institute and is serving as chairman 
of the Plainville Town Board of Finance. 


Mr. W. F. Palmer, formerly secretary and 
treasurer of The Luscombe Airplane Corpora- 
tion, West Trenton, New Jersey, has joined 
the staff of Glenn L. Martin Company of Bal- 
timore. Mr. Palmer has been a member of the 
Controllers Institute of America since Febru- 
ary 1942. 


A member of the Controllers Institute of 
America since May 1941, Mr. John C. Moss, 
formerly controller of the Cleaver-Brooks Com- 
pany, Milwaukee, is now with the Chain Belt 
Company of that city, it was recently an- 
nounced, 


Mr. S. Wallace Murkland recently completed 
his 40th year with the Western Electric Com- 
pany as director and comptroller. He is also a 
director of Teletype Corporation and other 
Western Electric subsidiaries, and has been a 
member of the Controllers Institute of America 
since November 1943. 


It was recently announced that Mr. Fletcher 
J. Williams, formerly comptroller of the Pa- 
cific Clay Products, Los Angeles, is now afhili- 
ated with the Warman Steel Casting Company 
of that city. Mr. Williams has been a mem- 
ber of the Controllers Institute of America 
since June 1943. 


Mr. Deane S. Hazen a member of The In- 
stitute since August 1936 and formerly vice 
president of the Benjamin Electric Manufactur- 
ing Company, Des Plaines, Illinois, has severed 
his business relationship with that company 
and is now controller of the Cuban American 
Surgar Company of New York City. 


Two members of the Indianapolis Control 
of the Controllers Institute of America were 
recently named to committees of the National 
Association of Bank Auditors and Controllers. 
They are, Mr. J. Kurt Mahrdt, auditor of the 
Indiana National Bank and president of the 
Indianapolis Conference of Bank Auditors and 
Controllers, and Mr. C. R. Keogh, cashier of 
the American National Bank, who was named 
to the Federal taxes committee. Mr. Keogh 
is serving as president of the Indianapolis 
Control of The Institute during the present 
year. 


Promotion of Lieutenant Colonel Donovan 
H. Tyson to the rank of Colonel was an- 
nounced recently. Colonel Tyson, a member 
of the Controllers Institute of America since 
June 1936, is serving in the office of the Fiscal 
Director of the Headquarters of Army Service 
Forces in Washington, D. C. Prior to-enter- 
ing service he was controller, secretary and 
treasurer of the United States Pipe and Foun- 
dry Company, Burlington, New Jersey. 


Mr. John P. Langan, a member of the Con- 
trollers Institute of America, formerly comp- 
troller’s assistant of M. W. Kellogg and Com- 
pany of New Jersey, and assistant comptroller 
of the Diakel Corporation of Ohio, was re- 
cently appointed comptroller and assistant to 
the zone manager of the Kelvinator Division 
of the New York Zone of Nash-Kelvinator 
Sales Corporation. 





Mr. E. H. Thorsteinson, a member of the 
Controllers Institute of America since August 
1940, was recently elected vice president and 
controller of the National Supply Company, 
Pittsburgh. He joined that company as con- 
troller in March 1942 having previously been 
assistant general controller of Montgomery 
Ward and Company, Chicago. 


Mr. F. P. Marsh, secretary and assistant 
treasurer of the Southwestern Drug Corpora- 
tion, Dallas, was unanimously elected a mem- 
ber of the board of directors of the Dallas 
Control of the Institute to succeed Mr. Russell 
M. Braund who resigned recently upon his 
acceptance of a position in Cleveland, Ohio. 
Mr. Marsh was one of the charter members of 
the Dallas Control when it was organized in 
February 1944. 


Mr. Ernest L. Olrich, President of Munsing- 
wear, Inc. of Minneapolis and a member of 
the Controllers Institute of America since May 
1934, recently resigned as director of the Of- 
fice of Surplus Property of the Treasury Pro- 
curement Division, Washington, D. C. to re- 
turn to his company. He was succeeded by 
Mr. John W. Pehle, assistant to the Secretary 
of the Treasury and executive director of the 
War Refugee Board. 


Mr. H. B. Knerr, a member of the Control- 
lers Institute of America and holder of cer- 
tificate number 2076, has been named general 
manager of Jacobs Aircraft Engine Company, 
Pottstown, Pennsylvania. Mr. Knerr had previ- 
ously served the company as controller. 


Mr. M. E. Hardaker was elected treasurer of 
the Wurzburg Dry Goods Company, Grand 
Rapids, Michigan, at a meeting of the board 
of directors of the company recently. Mr. 
Hardaker is a member of the Controllers In- 
stitute of America, having been elected to 
membership in February 1943. 


Mr. Eugene P. Borkowski was recently 
named treasurer of the North and Judd Man- 
ufacturing Company of New Britain, Connec- 
ticut. Mr. Borkowski, a member of The Con- 
trollers Institute of America since April 30, 
1942, is currently serving as secretary of the 
Hartford Control of The Institute. He had 
previously held the title of auditor in his 
company. 


Mr. Russell M. Riggins retired from active 
duty as Colonel in the Ordnance Department 
of the U. S. Army on November 9, 1944. 
Prior to his military service he had held the 
post of treasurer of the Phillips Petroleum 
Company, Bartlesville, Oklahoma, since Jan- 
uary 1938. He resigned that post on Novem- 
ber 15, 1944. Mr. Riggins was comptrolier of 
the concern from September 1930 until he was 
elected treasurer, and previously was treasurer 
and member of the Board of Independent Oil 
and Gas Company in Tulsa. Prior to October 
1922 when he joined the latter company, he 
had been engaged in the practice of public ac- 
counting as senior partner of Riggins and 
Beck. 

A member of The Institute since April 1932, 
and holder of membership certificate number 
107, Mr. Riggins served a two year tour of ac- 
tive duty in the office of Chief of Ordnance, 
Washington, D. C., as Chief of Depots and 
Facilities, Chief of Inspection of Operations, 
and Chief of the Control Division, Field Serv- 
ice, respectively. His last official act before go- 
ing On inactive duty was to install a system of 
controlling the expenditure of manpower. 








Should Excess Profits Tax Be Deferred? 


By Joseph A. Maloney and William B. Wood 


Congress, realizing that the high rates 
of excess profits tax enacted in 1942 
would impose a severe financial burden 
upon taxpayers entitled to excess profits 
tax relief, provided that such taxpayers, 
if they filed an application for relief 
with their tax returns, could defer a 
portion of the proposed reduction in 
excess profits tax. Congress apparently 
intended that these taxpayers should 
have the use of such deferred tax to 
finance current operations or to make 
possible expansion of operations. It is 
believed, however, that the dictates of 
a sound policy of financial management 
will prevent, in many cases, the use of 
the deferred tax prior to the time that 
there has been a final determination of 
the claim for relief, or at least a clear 
indication that relief will probably be 
allowed substantially as claimed. In ad- 
dition, there is, in some instances, a 
serious question as to whether a tax- 
payer should continue to avail itself of 
the deferment provisions in the cur- 
rent and future years 

The law, for taxable years begin- 
ning after December 31, 1941, permits 
a taxpayer to defer 33 per cent of the 
difference in tax between the amount 
computed on the return without benefit 
of Section 722 and the amount com- 
puted in the application for relief. This 
deferment is available only where the 
excess profits net income less the sum 
of the specific exemption, actual excess 
profits tax credit and credit carry-over, 
is in excess of 50 per cent. of the normal 
tax net income. 

Pursuant to these provisions of the 
law many taxpayers have made one or 
more deferments of excess profits tax 
and are now considering the advisabil- 
ity of making a deferment on the cur- 
rent excess profits tax returns. It is the 
purpose of this article to discuss briefly 
some problems involved in the decision 
to defer excess profits tax. 

Of course, the ultimate determinant 
of the desirability of deferring the tax 
is the merit of the claim for relief both 
as to its basic validity and its amount. 
If all the bases of claim for relief will 
be sustained and the constructive credit 
computed therein allowed in full, there 
can be no question of the advisability of 
making deferment. And, assuming that 
any imcrease in excess profits credit will 
produce a net reduction in tax of ap- 
proximately 50 per cent. of such in- 
crease, it will be desirable to take ad- 
vantage of the deferment provisions in 


? Internal Revenue Code, Section 710 (a)(5). 

* See Internal Revenue Code, Section 292(b) 
as to interest on deficiencies, and Section 
3771(g) as to interest on overpayments. 


any case in which it appears that final 
settlement of the claim will not reduce 
the constructive credit claimed by more 
than 40 per cent. The deferment in such 
case will very nearly equal the net bene- 
fit derived from the application for re- 
lief. 

Where it appears, however, that one 
or more of the bases of claim may be dis- 
allowed and that the constructive credit 
may be reduced by more than 40 per 
cent., there is serious question whether 
the -taxpayer should continue to claim 
deferment of tax on its current and sub- 
sequent returns, especially where such 
deferment has been claimed in the past 
two years. In view of the fact that many 
claims were filed to meet an early dead- 
line, when there was insufficient time to 
develop properly the constructive cred- 
its, with the result that such credits may 
have been overstated, it is not unlikely 
that there will be numerous instances 
in which the constructive credit will be 
substantially reduced, in final settle- 
ment, from the amount claimed in the 
original application. It is this latter type 
of case in which deferment creates the 
most problems, and the following com- 
ments are directed, therefore, to those 
applicants for relief who face the pros- 
pect of a substantial reduction in the 
amount of their claim. 

Unless such corporations follow a 
highly conservative policy of financial 
management they may find, upon final 
determination of their claims, that the 
necessity of paying the accumulated de- 
ferments and interest thereon will im- 
pose a severe burden upon their re- 
sources. The continued deferment of 
excess profits tax over a period of years 
will result in a mounting current liabil- 
ity for such tax. If upon review such 
claim is disallowed entirely or to any 
substantial extent part or all of the tax 
deferred is then due and payable, to- 
gether with interest as outlined below. 
If the taxpayer has held tax notes or 
other funds with a view to the possible 
necessity of having to pay the entire 
amount of the deferred liability such 
payment will not impose a hardship. If, 
on the other hand, the funds for pay- 


ment are not so segregated the taxpayer 
may find that a substantial payment is 
due the government at a time when 
realization of receivables and inventories 
may be slow, and the drain on cash re- 
sources extremely burdensome. 


PoLicy CONSIDERATIONS 


In determining the policy with refer- 
ence to segregation of funds to meet 
the deferred tax liability consideration 
must also be given to the possible 
accumulation of substantial interest 
charges. It should be observed that dif- 
ferent rules are provided as to interest 
on deficiencies resulting from defer- 
ment of tax and as to interest on defi- 
ciencies or overpayments resulting from 
the allowance of applications for relief 
from excess profits tax. 

For taxable years beginning prior to 
January 1, 1942, the law? provides that 
no interest shall be charged or paid on 
deficiencies or overpayments determined 
by the Commissioner to be attributable 
to the final determination of an appli- 


‘cation for relief. Thus, if an application 


for relief results in reduction of the 
excess profits tax for 1941, and the con- 
sequential increase in normal and sur- 
tax, no interest will be paid on the over- 
payment of excess profits tax, nor will 
interest be charged on the deficiency in 
normal and surtax. If a deficiency or 
overpayment of income or excess prof- 
its taxes ‘is determined, apart from the 
reduction of tax liability resulting from 
the relief claim, such increase or de- 
crease in tax bears interest without off- 
set by the relief claim reduction. Thus, 
a taxpayer may find that although it has 
had a net reduction in tax liability as 
a result of a relief claim, it will have to 
pay interest on any deficiency resulting 
from adjustments of its taxable income. 

For taxable years beginning after 
December 31, 1941, deficiencies or over- 
payments resulting from the application 
for relief bear interest from September 
16, 1945 or from one year after the fil- 
ing of the application, whichever 1s 
later. 

(Please turn to page 51) 





A KNOTTY PROBLEM 


| There are many angles to consider in connection with applications 
| for relief from excess profits taxes. In this article, the authors stress 
| some points that deserve widespread consideration. Messrs. Maloney 
| and Wood are members of Barrow, Wade and Guthrie, Accountants, 
| of Chicago, the latter being assistant to Mr. Maloney, C. P. A. and 

attorney, who is a partner in the firm and head of its tax department. 


—THE EDITOR 
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They sought SIMPLIFICATION and 
cot ECONOMY too... 
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KARDEX ca do for you what it did for the 
PROVIDENT MUTUAL / (/¢ /isurance Company 


At its home in Philadelphia, the 
Provident Mutual Life Insurance 
Company simplified the entire oper- 
ation of its master policy accounting 
record with this Kardex installation. 

Use of the famous Kardex “pocket” 
as an individual “home”’ for each of 
its 300,000 accounts enabled the 
Company to combine several related 
records in this one master control. 

The unique flexibility of Kardex 
was further demonstrated when this 
user decided to add a supplementary 
record. There was no need to estab- 
lish a “separate” file...the new cards 
were simply filed in the pockets fac- 
ing the corresponding master cards. 

Complete information about any 
account is thus always in one place. 
Reference is faster. Time and labor 
are saved in posting premiums, div- 
idends, loan and other data. 


After years of use, these vital rec- 
ords remain in clean, usable condi- 
tion . . . posted without being re- 
moved, they escape the wear and 
tear of repeated handling. 

This great life insurance institu- 


tion is one of thousands of companies 
to which Kardex has brought true 
operating efficiency. Let a Systems 
and Methods Technician bring you 
the benefit of all this experience. 
Just call our nearest Branch Office. 


REGARDING ECONOMY, Mr. Willard D. Holt, Assistant 
Secretary of Provident Mutual, says: “The cost of the Kardex 
equipment, together with the installation of the system, which re- 
quired re-writing data on 300,000 lighter weight cards, was com- 
pletely paid for through operating economies in less than five 
years, and only once was it necessary to do some minor overhauling 


at a nominal expense.” 








SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 


COPYRIGHT 1944 REMINGTON RAND INC, 











Advocates of the theory (a) that any 
unamortized discount and expense per- 
taining to a bond issue refunded out of 
the proceeds of, or by, a refunding bond 
issue as well as any premium or duplicate 
interest payments made in connection 
with such a refunding operation should 
in their entirety be charged off to Earned 
Surplus at the date of such refunding, 
or theory (b) that such financial costs 
should be amortized by charges to Income 
Deductions over a period commencing 
with the date of such refunding and end- 
ing not later than the maturity date of the 
bond issue so refunded, generally sub- 
stantiate such financial accounting treat- 
ment on the basis that it is conservative 
accounting practice. That type of sub- 
stantiation would imply that conservatism 
in itself is the major criterion as to 
whether good accounting principles are 
being applied; if so, would it then not be 
equally as reasonable to suggest the ma- 
terial acceleration of accounting write-offs 
and provisions of all kinds, for instance, 
the provision for depreciation, and such. 

Inasmuch as it is universally conceded 
that the specific objective of accrual ac- 
counting is to distribute income and ex- 
pense items (including financial costs as 
well as operating costs) to the accounting 
periods to which such items properly re- 
late, it would appear mandatory to charge 
financial costs of the above identified na- 
ture to financial expense in equal periodic 
amounts by amortizing such financial 
costs over the entire life of the refunding 
bond issue. In fact, there is no other ac- 
counting treatment which will result in 
spreading the cost of the “‘so-called’”” new 
money in equal periodic amounts over the 
period during which such new money is 
to be used. Understandably, such account- 
ing treatment is predicated on the as- 
sumption that the discount and expense 
pertaining to the refunded bond issue had 
been accurately amortized up to the date 
of the refunding operation. 

Regarding the subject financial costs as 
being in the nature of prepaid interest, it 
would appear not unreasonable to con- 
sider such financial costs as being analo- 
gous, at least accountingwise, to prepaid 
rent (the former items representing pre- 
paid rent for the use of funds and the 
latter item representing prepaid rent for 
the use of property) ; certainly those items 
are parallel as to the nature of their ac- 
counting application in that they are 
chargeable to financial and operating 
costs, respectively, relating to future ac- 


Accounting Treatment Applicable 
to Refunding Operations 


By R. E. Brennan 


counting periods. Based on that premise, 
there is outlined in the following para- 
graph a theoretical prepayment problem 
which should further clarify the point 
under discussion. 

A ten-year lease which involved a 
rental prepayment of $100,000 for the 
entire period thereof provides that any 
unearned portion of such prepayment is 
subject to forfeiture by the lessee in the 
event that such lease is cancelled during 
any part of that ten-year period. After 
nine years of said lease have expired, the 
lessee decides to cancel it (thereby sacri- 
ficing the $10,000 unearned portion of 
the aforesaid prepaid rent) and to exe- 
cute a new and more advantageous lease 
requiring a prepayment of $90,000 for 
the ‘ten-year life covered by such newly 
executed lease. Would it not appear to 
be perfectly good accounting to regard 
the true cost of the new lease as being 
$100,000 and to write off to operating 
costs that prepayment of $100,000 over 
the ensuing ten-year period at the annual 
rate of $10,000? Most assuredly, operat- 
ing costs would be distorted should such 
costs applicable to the first year of the 
new lease be charged $19,000, which 
would be the case in the event that fore- 
going theory (b) were applied. [See 
second paragraph hereof for details relat- 
ing to theory (b).] 

It would seem improbable that a quali- 
fied accountant could conscientiously ap- 
prove the amortization of the subject pre- 
paid interest items in a manner which 
would basically differ from that in which 
the above described prepaid rent item 
would be properly amortizable. It would 
indeed be inconsistent to suggest that 
proper accrual accounting requires oper- 
ating costs to be distributed to the ac- 
counting periods to which such costs prop- 
erly relate but that such accounting does 


not require financial costs to be so dis- 
tributed. 

Again referring to the second para- 
gtaph hereof, it is obvious that the ap- 
plication of theory (a) results in a com- 
pany’s record of financial costs being un- 
derstated and incomplete for the reason 
that its Income Deductions then will 
never reflect the portion of such financial 
costs as have been so charged off to 
Earned Surplus; the application of theory 
(b) results in the company’s record of 
financial costs showing a higher annual 
cost relating to the use of the ‘‘so-called” 
new money for the early portion of the 
period during which such new money is 
to be used than for the portion of such 
period subsequent to the maturity date of 
the refunded issue. Such an accounting 
treatment erroneously implies that the use 
of such new money is of greater value to 
the company during the early portion of 
the period of its use than in the later por- 
tion thereof. 

As stated hereinabove, it is my consid- 
ered opinion that the subject financial 
costs should be amortized in equal peti- 
odic amounts by charges to Income De- 
ductions spread over the entire life of any 
refunding bond issue exactly in the same 
manner as are the discount and expense 
items which directly relate to such a te- 
funding issue. 

In the event a bond issue is refunded 
out of the proceeds of a refunding bond 
issue, the presently obtaining Treasury 
Department ruling requires that the dis- 
count and expense unamortized as of the 
date of such refunding relating to such a 
refunded bond issue and any premium or 
duplicate interest payments made in con- 
nection with such a refunding operation 
must be deducted for federal income tax 
purposes in the year in which the related 
refunding operation is effected. Obvi- 








“DISSENTING OPINION” 


This memorandum was written as an expression of opposition to the 
Federal Power Commission’‘s proposal to revise Balance Sheet Instruc- 
tion 6-E of that Commission’s Uniform System of Accounts. At the 
time of its preparation, in October, 1944, Mr. Brennan was treasurer 
and comptroller of Portland General Electric Company, Portland, Ore- 
gon. Subsequent to that date, he became assistant to the president 
of the Pacific-Atlantic Steamship Company, of Vancouver, Washing- 
ton. Mr. Brennan, a charter member, is now serving as president of 
the Portland Control of The Controllers Institute of America. 


—THE EDITOR 
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ACCOUNTANTS’ 
HANDBOOK 


Edited by W. A. PATON, C.P.A.; 90 Contrib- 
uting and Consulting Editors 


VERY financial officer should have this famous 
Handbook of expert practice. For 20 years a stand- 
ard wherever accounts are used; this Third Edition 
reflects, over entire range of commercial and financial ac- 
counting, the latest accepted principles and procedure. 
Timed with the greatest call in history upon ac- 
counting. Nothing else like it. 26 big sections cover 
working methods, records and systems, internal check, 
executive controls, analytical methods, reports. Best 
opinion from all an- , 
gles—law, finance, 
management. Helps 
develop and. exercise 
skill that wins recog- 
nition, advancement. 
Saves time and effort 
in handling any sit- 
uation, everyday or 
emergency. 50-page 
index; 300 illustra- 
tions; 1,505 pages; 


flexible $7 é 5 0 


Cost ACCOUNTANTS’ 
HANDBOOK 


Edited by THEODORE LANG, C.P.A.; 
74 Contributing and Consulting Editors. 


F OR every man who works with costs—an unequaled 
fund of technical information on the whole range 
of cost accounting in manufacturing, united and or- 
ganized for ready use. 

Never before has there been any Handbook like this. 
It answers your problems of better cost methods in any 
plant, of any size. You have at your fingertips the 
principles and techniques by which today’s cost ac- 
countant accomplishes his results; the far-reaching 
trends and developments in cost procedure. 

This new Cost Ac- 
countants’ Handbook 
gives you the working 
details of successful ap- 
plication. In its 25 sec- 
tions are basic plans of 
operation and practice 
of well managed com- 
panies; control prob- 
lems and their solution ; 
variations in technique 
for particular require- 
ments. 553 working 
forms, charts, etc. ; 1,482 
pages ; flex- 


ible binding. $7 00 














PRODUCTION 
HANDBOOK 


Edited by L. P. ALFORD and JOHN R. 
BANGS; 90 Contributing 
Editors. 


agement methods fundamental in the success of 
outstanding manufacturing concerns. It reflects both 


long-established principles of effective management. 


Never before has so much information about 
working details of pro- 
duction procedures and 
techniques been _ or- 
ganized into such a 
Handbook. It gives the 
factory operating man 
of today or tomorrow 
the Handbook he wants 
on his special prob- 
lems. Usable by any- 
one in manufacturing 
to help achieve results 
in any industry, in 

















plant. Hundreds of 
working forms; 1,676 


. 3 flexibl 
binding. 7-00 
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Federal Taxes on 
Corporations 1944-45 


HIS 1944-45 manual is the corporate executive’s an- 
swer to the help required now on company taxes. 
It will assist you with those tax questions you already 
have in mind. It will also call your attention to additional 
questions which have developed in administration of the 


law and which you should not overlook. 


In one place for quick reference, Montgomery’s Fed- 
eral Taxes on Corporations offers a systematic, begin- 
ning-to-end treatment of the structure and operation of 
corporation tax. It brings you up-to-date on details of 
the application of the law in its present development. 

It helps you determine your company’s tax position and 
strategy, view alternative courses and consequences, check 
your conclusions against experience of a nationally known 
authority, with an organization of associates exceptionally 


qualified in tax practice. 


Packed with currently important facts, down-to-earth 
advice, and valuable interpretations to give you leads on 
specific problems; guiding principles from thousands of 
cases, rulings and decisions; the overall picture to enable 
you to see individual corporate tax problems from every 


angle and arrive at best treatment. 








Two Volumes, $15.00 


Other Books for Controllers 


CORPORATION ACCOUNTING 


by William T. Sunley and William J. Carter. 
A working manual of policy and procedure in 
this field. Covers in detail the accounting and 
related legal considerations of the corporate 
capital structure—the field in which changes 
and emphasis in corporation accounting have 
centered particularly in recent years. Includes 
treatment of borrowed capital, intercompany 
transactions; reorganization problems. Frequent 
reference made to A. I. A. and S. E. C. regula- 
tions and reports of recent years. Illustrations 
from practice. Revised Edition. $5.00 


OFFICE ECONOMIES 


by Eugene Benge. Planned for office executives 
to suggest means of eliminating costly ineffi- 
ciencies which creep into every office. It goes 
beyond the obvious, but often inconsequential, 
wastes to those hidden in improper organiza- 
tion, incompetent personnel, inefficient methods, 
expensive forms, and inadequate equipment, 
where systematic study will pay dividends. 


Special emphasis on best use of available per- 
~ $2.50 


sonnel. Revised Printing. . 


Please send me the books checked below: 


{ ] Federal Taxes on Corporations, 
Mantqumiets,. 8 Oi i. cedcnccisccasee $15. 
{ ] Accountants’ Handbook, Paton, Ed- 
GO oa cudcgudinsncuciduantens seucewen 
[ ] Cost Accountants’ Handbook, Lang, 
Editor 


7.30 


Within five days after I receive the books, I will send the price plus a few cents’ 
postage. Or, if not satisfied, I will return the books to you. 


remit with order; same return privilege.) 
Name (please print) 
Company 


(Include P.O. Unit No., if any) 


WAGE INCENTIVE METHODS 


by C. W. Lytle. An impartial comparative study 
of every basic plan of incentive payment. 25 
plans, with their variations, are analyzed in 
detail. Tables and charts illustrate perform- 
ance—cost and earnings—performance varia- 
tons. Simple mathematical methods are given 
to break down any proposed plan to figure ex- 
actly what its adoption would involve. Nearly 
100 leading companies, in all kinds of manufac- 
turing, supplied the data. $6. 


WHAT THE FIGURES MEAN 


by Stepnen Gilman. Shows with a few simple, 
easy methods of statistical analysis how to 
bring out important, but frequently obscure, 
meanings in all types of data, studies of sales 
volume changes, production and expense rela- 
tionships, budget forecasts, balance sheet and 
income statement relationships, sales quotas, 
unit cost trends, among many others. Gives life 
and interest to figures both for those who inter- 
pret such studies, and those who prepare os 


{ ] Production Handbook, Alford-Bangs, 


DE banc cdewiaiexcdedswacnteanes 7.50 
{ ] Corporation Accounting, Sunley-Car- 

SOE CacviccadechadmbeanasercevescMiees 5.00 
[ ] Office Economics, Benge ........... 2.50 
[ ] Wage Incentive Methods, Lytle .... 6.00 
{ ] What the Figures Mean, Gilman... 2.50 


(We pay postage if you 
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ously, the appiication of that Treasury Depart- 
ment ruling would result in a corresponding in- 
come tax saving being realized in the year of 
such refunding. Inasmuch as the accounting 
treatment outlined in the preceding paragraph 
contemplates that the subject financial costs are 
to be amortized in equal periodic amounts over 
the entire life of the refunding bond issue, it 
would be inconsistent not to amortize the 
aforementioned income tax saving (which after 
all merely represents a credit phase of the re- 
funding operation) in an identical periodic 
manner. Pending the completion of such amor- 
tization, the diminishing amount of that tax sav- 
ing could be carried in the accounts as a De- 
ferred Credit. 

Companies other than those operating under 
the jurisdiction of a regulatory body could ex- 
pedite the disposition of such tax saving by 
crediting it in the year of its realization to the 
total gross amount of the financial costs subject 
to amortization in lieu of classifying that tax 
saving as a Deferred Credit and spreading it 
over the life of the refunding bond issue by 
equal periodic credits to Income Deductions or 
to Operating Expense (federal income taxes). 

Public utility companies operating under the 
jurisdiction of a regulatory body should effect 
the disposition of such a Deferred Credit by 
recording periodic credits to Operating Ex- 
pense (federal income taxes) over the entire 
life of the refunding bond issue for the reason 
that it is the usual practice of such a regulatory 
body in determining public service rates to 
classify federal income taxes as an operating 
expense. 





PRODUCTION CONTROL 
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Accounting Machine Balance, physical count 
and difference. Recounts are made of the bins 
showing large differences after which the sum- 
mary cards for the differences are filed in the 
inventory file. This inventory reconciliation on 
a rotating basis allows time to locate the dif- 
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ference and reasons for same before the end of 
the year closing of the books. 

Management requests five counts per year of 
the parts costing $5.00 to $24.99 and $25.00 
and over, two months apart, three counts a year 
for parts costing $.50 to $0.99 and $1.00 to 
$4.99, also all fast moving items, four months 
apart; two counts a year on items costing $.05 
to $.24 and $.25 to $.49, six months apart; 
one count on parts costing less than $.005, 
$.005 to $.009, $.01 to $.04, all inactive 
parts and assemblies, and all obsolete parts 
and assemblies. 

One of management’s problems is to edu- 
cate their workers the dollar value of parts. 
When parts are found on the floor of a stock- 
room, it is the same as money, yet the worker 
does not seem to realize this and to him it is 
just so much steel, copper, brass, etc. 

The control of inventories is industry’s num- 
ber one problem. 

It is hard to understand why some com- 
panies will insist on two or three Vice Presi- 
dents reviewing and signing requests for 
authorizations of $5,000.00, $10,000.00, $20,- 
000.00, $50,000.00, etc., yet a production man 
will place orders with vendors and in the fac- 
tory to the extent of one half million dollars and 
not one Vice President will sign the authoriza- 
tion. If the production man does not use good 
judgment and parts are over ordered to the ex- 
tent that they become obsolete and must be 
scrapped, only then is it brought to the atten- 
tion of the Vice President and at that time it is 
too late to act because the damage has been 
done. 


The Eleventh is Cost Analysis 

It is very important that the Engineering 
Specifications are correct because from these 
records requisitions, labor cards, and such are 
prepared and if they are wrong the cost figures 
will be incorrect. Some industries are check- 
ing cost variations after each completed opera- 
tion instead of waiting until the entire order 
is completed which may be from four weeks 
to three months. It is extremely hard for the 
foreman or worker to remember what hap- 
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pened four weeks to three months ago when a 
production order is being checked in order to 
find out why it costs so much more to make 
the part this time than it did the last time. 


The Twelfth is Contract Termination 


Most industries have selected an executive to 
head up this most important department. He 
in turn has seleced a capable staff. It is the 
duty of this department to study and list con- 
tracts, sub-contracts, prime contracts, patterns, 
jigs, dies and small tools. They must make 
plans for the lay-off of personnel when and if 
such time arrives where they are compelled to 
do so. Different methods of control are in use, 
some concerns have set up visual boards show- 
ing the progress of the parts in production. 
Inventory tickets have been printed so they 
will be available when needed. 

When a contract is terminated it will be nec- 
essary to segregate government machine tools. 
Locate and tag the number of parts in stock 
and in process. Set aside a positive location 
in the stockroom for parts affected, tagging 
them by Contract Number, Part Number and 
Order Number. Stop all work on sub-con- 
tractors and suppliers plants. Inventory all 
government owned property in sub-contractors 
and suppliers plants. Get statement of charges 
from sub-contractor and suppliers plants. 

Speed is essential. Inventories should be 

listed of raw material, parts and assemblies as 
soon as possible. 
_ Work in process must be listed up to and 
including completion point. If it takes two or 
three months to do the job you are losing in- 
terest on your money. We have punched a set 
of cards showing every machine tool in our 
factory. We use form codes. 1—IBM; 2— 
Defense Plant Corporation; 3—Navy ; 4—Ord- 
nance. When the war is over we will be able 
to make a listing at once showing what tools 
will be returned as well as those that could 
be converted for our own use providing the 
government wanted to sell them. These cards 
placed in an IBM Accounting Machine pro- 
duces a report showing Department Number, 
Group of Machines Number, Description of 
Machines, Brass Tag Number, Serial or De- 
fense Plant Corporation Number and Code 
Number. 

By running our Stock Status Summary Re- 
port we will have a listing by contract number, 
part number, Quantity in Stock and Quantity 
on Order. By sorting the Labor Cards in the 
factory control stations we will be able to list 
the locations of every part and completed to 
such and such an operation. 

There never will be a perfect production or 
manufacturing control system due to four 
things. 

1. Engineering Changes 

2. Breakdown of Machine Tools 
3. Scrap Work 

4. Human Element. 


The company which ceases to have Engineer- 
ing Changes to reduce cost and better the op- 
eration of their product will soon ‘be out of 
business. The best machine tools available at 
some time or other will break down due to the 
fact that anything mechanical is apt to fail. 
When the best operators make some scrap 
work, the good and fair operators are sure to 
have some of their work scrapped. 

The human element is management's num- 
ber one problem because they must be taught 
how to do things correctly and not make too 
many mistakes. The person who never makes 
a mistake, either does not have enough work 
to keep him busy or he is on the wrong job. 
We learn and benefit from every mistake we 
make. However, we should not make the same 
mistake twice. 

In closing, I should like to repeat a sentence. 
If adopted by industry I feel that everyone 
would benefit by it. “J¢ is not so important 
who is right, but it is very important what is 
right.” 
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By the clock in your office, nine sec- 
onds out of every business minute are 
disappearing into thin air. 

Nine seconds wasted in preparing to 
fill out business forms, in inserting and 
removing carbons, in following a sys- 
tem unequal to the complexity of war 
times, are costing American industry 
millions of dollars each year. 

Your business forms can be tailored 
to the times. They can function as a 
system. They can reduce confusion, 
cut down paper work, issue clear-cut 


instructions to all departments. They 
can be custom-built to your own busi- 
ness. Or they can follow grooves long 
worn too deep, as expenses mount. 


The nine companies listed below 
have long been under Moore owner- 
ship. Now they combine under the 
Moore name—forming the largest com- 
pany of its kind in the world. They 
offer you an unequaled fund of ex- 
perience for the study, design and 
printing of every business form. Here 
are consultants in yov: own line of 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 


SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


in Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
National Sales Book Co., Ltd., Montreal; Western Sales Book Co., Ltd., 





Winnipeg and Vancouver 




















business who speak the language of 
imagination and common sense. 


Moore Business Forms, Inc., serves 
the small wayside store, or the corpora- 
tion and its far-flung branches. It can 
put business form engineering to work 
for you now. It can stretch out each 
day’s minute to sixty seconds! For in- 
formation and a start toward greater 
business efficiency, get in touch today 
with the headquarters office. Moore 
Business Forms, Inc., Niagara Falls, 
New York. 


MOORE BUSINESS FORMS, inc. 


ADV. 8Y HM. Ww. AYER 
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This calculator writes pay checks 


(and detailed earnings statements) 


CLEAR 
COMPLETE 
‘ ACCURATE 








ee 
ee 


@ With the Printing Calculator, wide-carriage model, it’s a lead-pipe cinch — as the 
picture plainly shows. You do the work once, and once only. All the essential figures 
are printed — automatically calculated —in one quick operation. The carriage tabu- 
lates swiftly from one recording position to another, whenever necessary. The clear- 
cut carbon copy is permanently file-able. 

Here is a calculating machine your office can also use in half a dozen other valuable, 
time-saving ways... for posting and calculating Work Orders — for extending 
quantity by price on purchase requisitions and incoming invoices — for computing 
engineering data and cost estimates directly onto specification sheets ...to name 
only a few. : 

Along with the added flexibility provided by its wide carriage, the Printing Calcula- 
tor is more than ever the ideal all-purpose calculating machine. It’s a great manpower 
conserver, especially in today’s scarce-of-help office, for it speeds the flow of vital 
figures. Its simple, one-hand keyboard banishes con- 

fusion. Its printing feature safeguards the work — — 

abolishes hidden errors— eliminates the need for 
re-run to prove accuracy ...And its ability to mul- 
tiply, divide, add, subtract—and print—lets this 
one machine do the job of two! & 
We urge all businessmen to investigate this : ; 
time-saving office “machine-tool.” For details, sen — 
just phone our nearest office or write us at : " 
Buffalo 5, New York. 


The Printing Calculator is available on WPB approval, to 
help conserve manpower, expedite war work, maintain neces- 
sary civilian economy. Talk it over with our representative. 


The only PRINTING calculator with automatic division 








Expanded Social Security Bill 
Declared Obscure and Costly 


Opposition to the enactment of the proposed 
Wagner-Murray-Dingell expanded social se- 
curity bill as obscure, difficult of interpreta- 
tion and entailing excessive costs was ex- 
pressed in a report made public recently by 
the Tax Foundation, 30 Rockefeller Plaza, 
New York. 

The Tax Foundation is a private research or- 
ganization formed in 1937. William D. War- 
ner, president ef the McCall Corporation, is 
president; Lewis H. Brown, president of the 
Johns-Manville Corporation, is chairman of 
the board, and S. Sloan Colt, president of the 
Bankers Trust Company, is treasurer. Charles 
C. Bauer is executive director. 

The report is based on a study begun in 
1943 by the research staff of the foundation 
under direction of Dr. Harley L. Lutz, Profes- 
sor of Public Finance at Princeton University, 
with the aid of Professor Arthur R. Tebbutt of 
Northwestern University, who organized sta- 
tistical procedures on which the study’s esti- 
mates of cost were based. Dr. Lutz was one 
of the speakers at the recent 13th Annual 
Meeting of the Controllers Institute of America. 

According to the report, enactment of the 
bill would raise the costs of the social security 
program to a level of more than $11,000,000,- 
000 in fifteen years, or more than the total 
federal budget in 1940. This would be nearly 
five times the amount spent by all levels of 
government for public education in 1940 and 
$4,000,000,000 more than was spent on na- 
tional defense in the fiscal year of 1941, the 
report points out. By contrast, the report esti- 
mates that the present social security program 
will cost about $4,000,000,000 by 1960. 

The report asserts that no explanation and 
no supporting material that would indicate 
proper consideration of many important mat- 
ters that should be canvassed are offered in 
justification of the far-reaching changes pro- 
posed in the bill. 

Some of the problems raised by the bill and 
stressed in the report are: 

1. Serious questions of administration aris- 
ing from the fact that the Wagner bill ex- 
tends coverage to farm labor and domestic 
servants. 

2. The problem of the farmer, who will be 
required to withhold 6 per cent. of farm 
wages paid up to $3,000, to match that by 
putting up another 6 per cent. as an em- 
ployer, and as a self-employed person be re- 
quired to pay 7 per cent. of the fair value of 
his own services. 

3. The future solvency of the system, since 
“the principal characteristic of the Wagner 
bill is its extension of benefits in virtually all 
directions.” ‘“Surely,”’ says the report on this 
point, “after a 12 per cent. tax on gross tax- 
able wages has been collected, it is important 
to pause and consider whether a system of 
benefits should be promised that may absorb 
considerably more than the yield of such a 
tax.” 


Monograph on International 
Arbitration Published 


“Arbitration in International Controversy” is 
the title of a monograph published in Novem- 
ber, 1944, under the joint sponsorship of the 
American Arbitration Association and the Com- 
mission to Study the Organization of Peace. 
Its authors are Frances Kellor, author of “‘Se- 
curity Against War’ and “Arbitration in Ac- 
tion,’ and Martin Domke, author of “Interna- 
tional Protection of Foreign Bondholders’ and 
“Trading with the Enemy in World War II.” 

The monograph is divided into four parts 
covering the sources and problems of interna- 
tional controversy, the machinery for interna- 
tional arbitration, international arbitration in 
the western hemisphere, and future policies 
and machinery. 
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Send for information on how to 


Streamline 





your Production-Control 
~ Paper-Work .. . 


in our new booklet, ““PRODUCTION-CON- 
TROL PAPER-WORK.” If you want to cut 
manufacturing costs by getting jobs into pro- 
duction sooner and by preventing errors and 
delays, send for your copy now. 


New booklet explains Mimeograph 
method of producing simplified, 
systematized factory paper-work. 

As you read the booklet, keep in mind that 


the Mimeograph paper-work system for fac- 
tories is a flexible one that can be precisely 


Over a period of years we have made a science 
of developing paper-work plans that control, 


speed and systematize factory functions. 


This production-control paper-work, based 
on theuse of Mimeograph* stencil duplication, 
offers immediate and lasting efficiency in- 
creases to every type and size of industry. It 


adjusted to fit the specific needs of your plant. 

P.S.—If you face a contract termination 
problem soon, our booklet, “THE A BC of 
CONTRACT TERMINATION,” will also be 
extremely helpful to you. It gives a complete and 










oe — ioe ae ae “ee against practical method of handling the paper-work 
ienieeinaiat alas : involved, illustrates sample forms. Mail the 
coupon below for either booklet—or both. 

A. B. Dick Company, Chicago 


We have set the whole story down for you 


Mimeograph duplicator 


*Mimeograph is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office. 





A. B. DICK COMPANY, Dept. Q- 145, 720 W. Jackson Blvd., Chicago 6 
Send me a free copy of the booklet, “Production-Control Paper-Work” [ 
Send me a free copy of the booklet, “The ABC of Contract Termination” ( 
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Brief Items of Interest to Controllers 








Section 129 and “Split-Ups” 


Large corporations which split-up into sev- 
eral smaller ones for excess profits tax pur- 
poses, in order to obtain the benefit of a $10,- 
000 specific exemption allowed each, are not 
specifically prevented from so doing by the 
new Section 129 of the Internal Revenue Act, 
David B. Chase, of J. K. Lasser & Co., told 
the New York State Society of Certified Pub- 
lic Accountants recently. However, he added 
that he would not be entirely surprised if the 
courts, or the Treasury Department’s forthcom- 
ing regulations, were to take a contrary view. 

Section 129, Mr. Chase pointed out, re- 
quires that “the acquiring corporation secure 
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REDUCED 


through recovery of tariff 
overcharges, and analysis 
and revision of rates ap- 
plying on your traffic, by 
having your freight bills 


reviewed by 


Transport eee fes 


Freight Rate Adjusters, 
Traffic Consultants 











the benefit’ of an allowance which it would 
not otherwise enjoy. “Yet,” he continued, 
“in the case of a corporate split-up it is the 
subsidiary and not the acquiring corporation 
which gets the additional allowance against 
excess profits 

“Of course, indirectly, the parent corpora- 
tion itself does secure the benefit, but the 
statute does not use the term ‘indirectly’ in this 
respect. The wording is used, however, in 
three different places elsewhere in the section, 
under comparable circumstances, which indi- 
cates to me that the word ‘indirectly’ was not 
intended in this particular respect, and that, 
consequently, Section 129 does not and is not 
intended to include corporate split-ups made 
for the purpose of internal reorganization.” 


Reconversion Problems Exaggerated, 
Says Brig. Gen. Browning 


Reconversion problems have been greatly ex- 


aggerated and American industry can start pro- 
duction of civilian goods almost immediately 
after termination of war contracts, Brig. Gen. 
Albert J. Browning, assistant director of ma- 
terial of the Army Services Forces, said at the 
conclusion of the annual meeting of the Amer- 
ican Trade Association Executives recently in 
New York. 


General Browning declared that less than 20 


per cent. of industry in terms of employment 
ever converted their plants and cited a long list 
of industries in which reconversion will bring 
few or no difficulties. 
stories of Army overbuying as ‘‘without foun- 
dation.” 


He characterized many 


George Romney, managing director of the 


Automotive Council for War Production and 
general manager of the Automobile Manufac- 
turers Association, expressed agreement with 
the view that reconversion may not prove as 
difficult as anticipated, but held that pre-con- 
version steps prior to V-E Day were necessary 
to cut the depth of unemployment for 400,000 
men in the automotive field once reconversion 
starts. 
carried out now by 17,000. men, now available, 
without interference with war production. 


He asserted that reconversion could be 


Carry-Back Refund Speed-Up 
ls Outlined by Cann 
A five-point proposal being studied by the 


Treasury Department to speed up carry-back 
tax refunds to corporations during the immedi- 
ate post-war period was described recently by 
Norman D. Cann, deputy commissioner of In- 
ternal Revenue, at a meeting of the New York 
State Society of Certified Public Accounts. 


The procedure for acceleration would, it is 


believed, involve the making by the Commis- 
sioner of Internal Revenue of a tentative de- 
termination of the amount due, he said. This 
would be credited or refunded within the 
shortest possible time, probably in sixty to 
ninety days. 
tion of claims for refund would proceed in 
ordinary course and on ultimate readjustment 
the taxpayer would repay any erroneous re- 
funds or the government would pay any bal- 
ance of refunds remaining unpaid. The bureau 
cannot take any short-cuts to the refunds. 


Thereafter, the final determina- 


The five proposals as tentatively worked out 


are as follows: 





1. If, for any taxable year beginning prior to 
the expiration of some reasonable post-war pe- 
riod, a corporate taxpayer anticipates the reali- 
zation of a net operating loss or the existence 
of an unused excess-profits credit which could 
ultimately be used as a carry-back against the 
taxable income of the two prior years, it may 
apply for complete or partial deferment of the 
quarterly tax payments due in that year with 
respect to the preceding year’s taxable income 
and also of any payments of deficiencies in tax 
which are due. 

2. The extent of the postponement of these 
payments would be limited to the amount of 
the refunds of taxes that would result from 
the anticipated carry-backs. 

3. A statement of the estimated amount of 
these losses or unused credits and of the re- 
sulting refunds would be required to be filed 
with the Collector of Internal Revenue, to- 
gether with supporting data sufficient to satisfy 
him of the reasonableness of the taxpayer's 
claim. 

4. Partial protection should be given to the 
revenue by permitting acceleration of the col- 
lection of deferred payments, or other protec- 
tive measures, where subsequent circumstances 
indicate the ultimate collection of tax to be in 
jeopardy. 

5. When the taxable year from which a 
carry-back is anticipated is completed, the usual 
return will be filed and a precise computation 
of the refunds to be claimed can then be made. 
The amount of the deferred payments would 
first be offset against the claimed amount of 
refunds. Any excess of deferred payments 
would be collected with interest. On the other 
hand, it is proposed that payment of any bal- 
ance of refunds due would be accelerated. 

In addition to a number of carry-back claims 
filed for the years 1942 and 1943 then in the 
hands of revenue agents, Mr. Cann pointed 
out, additional claims will be filed next March 
with the returns for 1944. All claims must 
undergo the usual administrative procedure 
necessary to determine the amounts of the 
overpayment before taxpayers can realize any 
benefit from the money owed to them. 

4. Difficulties of administrative control in 
the case of benefits for temporary and per- 
manent disability. 

The report asserts that one of the biggest 
costs under the Wagner bill would be for 
medical and hospitalization benefits, pointing 
out that even though 3 per cent. of al! taxable 
wages would be allocated for this purpose by 
1960, a subsidy of $827,000,000 would be re- 
quired from the taxpayer. 

Emphasis is placed by the report on the con- 
tention that the bill would put the federal 
government with its powers of subsidy in the 
health insurance business. It is contended that 
not only would this competition prove fatal to 
private insurance companies now offering hos- 
pital, accident and disability coverage, but it 
might also lead to. ultimate repeal of state 
workmen’s compensation laws. 

On the provision of the bill for federaliza- 
tion of the unemployment compensation sys- 
tem and the transfer to the federal government 
of state reserves now totaling $5,000,000, the 
report declares that test calculations for twelve 
states having large amounts of war contracts 
and relatively large numbers of covered work- 
ers, show that each of these states could pay 
the maximum benefits for the maximum duta- 
tion to a substantial part of its covered labor 
force out of the funds available in its unem- 
ployment account as of February 29, 1944. 
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A Lag turned into a LEAD! 





Back in 1940, this machine parts 
manufacturer was prompt as a parson 
at a wedding—prided itself on meeting 
shipping dates on the dot. But when war 
orders piled up, plans and production 
went off the beam. The company had to 
turn out four times as much in half 
the time... never had less than 450 active 
orders, requiring a total of more than 
5,000 operations. Expediters went nuts 
trying to expedite... the kinks got worse 
... and the prime contractor couldn't 
deliver aircraft engines on schedule. 


Ar that point, the company called 
in a McBee man... who studied the 
problem, came up with a practical solu- 
tion—put in Keysort and other McBee 
products which now give: 1) automatic 


THE McBEE 





order release only if machines, tools, 
and materials are available, 2) specific 
scheduling and dispatching of orders, 
3) coordinated flow of materials and 
tools, 4) a daily report of rejects, scrap, 
and rework by seven major causes, 5) 
weekly report of machine-load by the 
43 machine centers, with the percentage 
of efficiency, and 6) a daily progress 
report of each order by operations. 

Now shipping schedules are met— 
on time... idle machine hours elim- 
inated... expense due to unnecessary 
machine set up wiped out... and their 
clerical costs did not increase, despite 
a great increase in volume! 

Possibly McBee can help you too. 
Just call—or write—any of the forty 
McBee offices . . . today! 


COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N. Y. . . Offices in principal cities 


Cleveland Control Honors 
Late H. P. Thornton 


At the November 21st meeting of the Cleve- 
land Control a special memorial commemorat- 
ing the late Mr. H. Parke Thornton, was unan- 
imously adopted following its presentation by 
Mr. T. J. Tobin, chairman of a committee spe- 
cially appointed to express the control’s sym- 
pathy to the family of its late member. 

The full text of the resolution follows: 


H. Parke Thornton, late Vice President and 
Controller of The White Motor Company, 
Cleveland, Ohio, was born in Cozad, Nebraska, 
on October 15, 1896, and died in Cleveland, 
Ohio, on October 24, 1944. 

After his early schooling, he attended and 
was graduated from Kearney (Nebraska) State 
Normal College, and subsequently received the 
degree of Bachelor of Science from the Univer- 
sity of Nebraska in 1920. For four years there- 
after, he was on the staff of a public account- 
ing firm in Lincoln, Nebraska, leaving that 
organization to join the Chicago firm of Arthur 
Anderson & Co., which he served for eleven 
years. In 1935, Mr. Thornton joined the Con- 
troller’s staff of the Firestone Tire & Rubber 
Company in Akron, Ohio, and shortly there- 
after he was asked to accept the post of As- 
sistant Controller of The White Motor Com- 
pany of Cleveland. He accepted this position in 
January, 1936, and nine months later was 
named Controller of the Company. In July, 
1942, he was elected a Vice President of the 
Company, retaining the position of Controller. 

In the world of controllership, he was well 
known ana highly respected. Elected to mem- 
bership in The Controllers Institute of America 
in January, 1938, he subsequently served on 
the National Board of Directors of The Insti- 
tute for the 1939-1942 term. He was Vice 
President of The Institute during 1940-1941, 
and in the following year was Chairman of its 
National Committee on Cooperation with the 
War Program. During 1942-1943, he repre- 
sented The Institute on the Advisory Commit- 
tee on Government Questionnaires, which is 
affiliated with the Federal Bureau of the 
Budget. His activity on this latter body was 
most helpful and brought him additional recog- 
nition, both for the scope and the quality of 
his services. At the time of his death, he was 
a member of the Advisory Council of The In- 
stitute and was likewise serving on the Na- 
tional Committee for the Consideration of 
Mutual Problems with the American Institute 
of Accountants. 

Mr. Thornton served a term as President of 
the Cleveland Control of The Institute in 1940- 
1941 and, during the past year, was Chairman 
of the Control’s War Contract Termination 
Committee. 

He is survived by his widow Mrs. Edith 
Mick Thornton, a daughter Mary, and his 
mother Mrs. Ross B. Thornton. 

Your Committee, in submitting this memo- 
rial upon our late associate, whose memory we 
revere because of his many fine contributions 
and the magnanimous spirit in which he made 
them, offers the following resolution for adop- 
tion: 

WHEREAS, the members of the Cleveland 
Control, of The Controllers Institute of 
America, have learned with deep regret of the 
untimely passing of H. Parke Thornton, be it 

RESOLVED, That this memorial resolution 
be spread upon the records of the Cleveland 
Control, that a copy be forwarded to the Na- 
tional Headquarters of The Controllers Insti- 
tute of America, and that a copy be sent to his 
family as a token and expression of the sin- 
cere sympathy and grateful remembrance of 
his friends and associates. 


T. J. Tosin 
E. S. REDDIG 


Committee 
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and companion Internal Revenue Code Volume. 


” FEDERAL TAX GUIDE REPORTS.—Concise, compact, understand- 
able, here is the dependable reporter on the federal taxes of the 


STANDARD FEDERAL TAX REPORTS.—Complete, detailed, ency- 
clopedic, the accepted reporter on federal taxes for revenue —‘‘for 
the man who must have everything.” Swift weekly issues report and 
explain unfolding federal tax developments. Current subscription plan 
includes 5 loose leaf ‘‘bring-you-up-to-date’”’ Compilation Volumes, 





ordinary corporation, the average individual, partnership, or business. 
One loose leaf Compilation Volume and matching Internal Revenue 
Code Volume included without extra charge to start new subscribers 


off on the right foot. 


FEDERAL TAX COURSE—1944-1945 Edition.— 

Authentic tax training, brush-up, and reference 
course in one handy volume. Explains federal taxation, 
with emphasis on income tax and withholding (“pay- 
as-you-go”’) collection methods, under current laws up 
to date of publication. 


COMMERCE) CLEARING; HOUSE; ING,, 
PUBLISHERS OF TOPICAL LAW REPORTS 


NEW YORK 1 CHICAGO | WASHINGTON 4 
EMPIRE STATE BLOG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 


leas) 


"4 
A U S MASTER 
$ TAX GUIDE 
—1945 
Another ‘‘Ace""’  . a 
handy book, based 
on the Federal Rev- 
enue Code as 
amended and regu- 
lations, rulings, and 
decisions. 420 pages, 
durably bound, 6x9, 











$2 a copy. Po 
L V 
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| Reviews of Recent Publications 





The Facts Behind “Those Maps!” 


THE GEOGRAPHY OF WORLD AIR 
TRANSPORT. By J. Parker Van. Zandt. Pub- 
lished by The Brookings Institution, Washing- 
ton, D. C. $1.00. 64 pages. 

“The Geography of World Air Transport” 
is the first of a series of investigations by 
Mr. Van Zandt concerning the problems of 
what he calls the “Air Age.” It clears up 
many illusions the public in general has en- 
tertained about such misconceptions as trans- 
polar flights, and the like. Most of these, he 
contends, are due to the widespread adoption 
of the Mercator and other “‘flat’’ maps, all of 
which are literally filled with distortions that 
foster a warped “international outlook” for 
Mr. and Mrs. America. 

The fact that Asia, Africa, the United States 
and Europe are all part of a single hemisphere, 
may come as a surprise to many of those in- 
terested in world air transport. The difficulty 
is that Mercator type and other flat maps, 
which most people have used in their studies 
since the Sixteenth Century, are so distorted 
that they make the truth concerning trade 
routes seem false. 

Author Van Zandt, working on the premise 
that “hemispheres are what you make them,” 
used a point just southeast of Nantes, France 
as the center for the circle which he drew half- 
way around the world away from the pole. 


Within this ‘new hemisphere” lies almost 
nine-tenths of the ice-free land area of the 
world. 


One important factor of this new hemi- 
sphere is “that ninety-four per cent. of the 
world market is closer, on the average, to 
Europe than to any other region on earth— 
well within a quarter of the earth’s circumfer- 
ence, that is less than twenty-four hours’ flight 
away. 

There are two fortunate compensating fac- 
tors, however, for the United States: its great 
industrial development—about 26 per cent. of 
that of the entire world, and its favorable ma- 
rine position—two oceans and bountiful har- 
bor facilities. 

Disregarding the some seventy odd pre-war 
“sovereign states’ the author consolidated the 
world into eight major trade areas. This and 
other proposals in Mr. Van Zandt’s book are 
clearly illustrated through use of a series of 
excellent map diagrams. By doing this he un- 
covered some remarkable information all of 
which would definitely influence the airlines 
of the coming “Air Age”: 


1. Almost sixty per cent. of the earth’s total 
land area would lie in the four dominant areas 
—Greater Europe, North America, U.S.S.R. 
and Asia. 

2. Seven-eights of the cultivated area is in 
four regions having three-fifths of the total 
land area. 

3. The greatest concentration of the world’s 
urban population is in Greater Europe, where 
the import and export inter-regional trade ex- 
ceeds that of any other region. 

4. In national income and in industrial out- 
put, Greater Europe rivals North America. 
Actually the total real income for Greater 
Europe exceeds that of North America, but 
since there are three Europeans for every 
American, the per capita income is less than 
half. 

5. North America leads the world in trans- 
portation facilities. The total in North Amer- 
ica is greater than all the rest of the world, 
excluding Europe. 


Author Van Zandt gives us something to 


“think on” when he says “that if Greater 
Europe ever succeeds in organizing its econ- 
omy on a regional basis, the results would be 
little short of revolutionary to the entire 
world. A united Greater Europe would excel 
every other world region in the majority of 
categories we have listed. It would out- 
number, out-trade, and might out-produce the 
United States in a short time.” 

Five principal factors, Mr. Van Zandt con- 
tends, will influence the world airway pattern 
of the future (aside from political aspects). 
These are (1) potential traffic, between termi- 
nals and along the route; (2) availability of 
adequate airports, airway aids and facilities; 
(3) longest unavoidable non-stop flight; (4) 
length of the route; (5) flying weather. 

With these factors taken into consideration, 
the author’s proposed hemisphere brings out 
three major aerial gateways to North Amer- 
ica. 

The first is to Asia via Alaska, which, con- 
trary to common belief, is the shortest and 
almost completely over land. -In addition it 
has the greatest population density. 

The second is to Greater Europe, Africa 
and Western Asia, via Labrador. For example, 
a man in Dallas, Texas, wishing to go to 
South Africa would find this route much 
shorter than the presently known “South At- 
lantic’’ route. However, the author points out 
that this route suffers from two very serious 
handicaps: the length of the non-stop flight 
over water and the icing and adverse weather 
conditions. He believes that planes to conquer 
these problems can and will be built and that 
“floating intermediate stop bases’’ also will be 
used. 

The third “gateway” is from various points 
of our southern border to the Middle and 
South Americas. Although the war has done 
much to develop air travel in these areas, mil- 
itary airways have little potential commercial 
importance, particularly is this true to trade 
lines across the South Atlantic because of their 
roundabout characteristics, the author believes, 
for economic rather than temporary strategic 
factors will control them after the war. 

No nation, he points out, will have a ‘‘cor- 
ner’ on international air routes because too 
many alternative routes exist between the major 
trading regions of the world. Geography is 
still the controlling factor for the future Air 
Age. It is not new, but the change in its sig- 
nificance certainly is. Most of the difficulties 
lie in the failure to correctly understand it. 
“For centuries,” he concludes, ‘“‘surface-bound 
mankind, like an ant on a rug, has been limited 
in his outlook and cramped in his progress. 
The pattern eluded him.” 

Two interesting appendices entitled “A New 
Way To Find Flight and Distance Without 
Computation” and “World Economics on a Re- 
gional Basis’’ proved exceptionally informa- 
tive. They add much to the reader’s under- 
standing of Mr. Van Zandt’s map and dia- 
grams of his “new hemisphere” and its eight 
proposed regions. 


Postwar Aviation Aspects 


CIVIL AVIATION AND PEACE. By J. 
Parker Van Zandt. Published by The Brook- 
ings Institution, Washington, D. C. $1.00. 

Second of a series under the general title 
“America Faces the Air Age’ by J. Parker Van 
Zandt, is “Civil Aviation and Peace.” 

In his first volume, Mr. Van Zandt, by cir- 
cumscribing a new hemisphere about the 
world, placed ninety-eight per cent. of the 
present industrial areas into his new “‘aerial 


section.” Finding that no one nation at pres- 
ent is endowed with any type of natural “mo- 
nopoly” insofar as international airways are 
concerned, he turned to what might be consid- 
ered the prime factor of future aviation prob- 
lems—what shape should various ‘“‘controls’’ of 
civil aviation take after the present war to 
stabilize international conditions and “‘assure a 
more prosperous and peaceful world.’” Mr, 
Van Zandt found that at the present time there 
are two principal lines of thought on the prob- 
lem. First, there are those who would solve 
the problem with elaborate systems of limita- 
tions, controls and regulations. It is the au- 
thor’s opinion that this would do little but 
“fester’’ problems rather than solve them. The 
second group, “‘sees civil aviation not as a 
threat but as a promise. Attempts to restrict 
civil flying as a security measure they regard as 
a futile sacrifice of a prospect more promising 
in terms of human welfare than any in history.” 

Having presented the “basic conflict” in his 
opening chapter, the author gives a complete, 
highly interesting definition of civil aviation, 
its relation to air power, and points out that 
the importance of international air tranSport 
has been greatly exaggerated. 

A review of past efforts to control aviation, 
namely, the Washington Disarmament follow- 
ing World War I; the attempts to control Ger- 
man Aviation from the first World War until 
just prior to the present one; and the Confer- 
ence for the Reduction and Limitation of 
Armaments—points out how futile have been 
the efforts for aviation control to date. To 
round out the present picture, the author dis- 
cusses the current control proposals which have 
been more recently advanced. 

All of these discussions, plus those on air 
transport, international economicstability and the 
possibilities of mass air travel, all serve as some- 
what of a background against which Mr. Van 
Zandt presents his “program of maximum use.” 

Civil aviation, he contends, cannot be de- 
militarized. Neither can it be restricted by in- 
ternational conventions nor can such a restric- 
tion be justified in any sense of the word. 

On the other hand, international air trans- 
port offers a definite means of helping to 
stabilize the world economy after the war, par- 
ticularly if mass air travel can be sensibly and 
economically developed. 

He believes that three-cent per mile fare to 
anywhere should be the airlines’ goal, for this 
taps a huge potential passenger market, par- 
ticularly in our United States. This in turn 
would develop trade, foster jobs and contribute 
in many ways to domestic prosperity in every 
country which participated. The resulting ex- 
change in ideas and goods would inevitably 
contribute to a world peace through better in- 
ternational understanding. 

Mr. Van Zandt says in his summary that 
“the world has learned the hard way that 
peace is more than an end of fighting; it is a 
manner of living together... . . To hold on 
to permanent peace may be more than we can 
hope for, but not to grasp the handles that 
are offered is folly. If we sincerely want a 
better world, we shall not fail to accept the 
unique opportunity presented by international 
air transport.’’ His statement is backed by ex- 
tensive research, the book bears out. The au- 
thor’s opinions are well-founded and_ they 
present a fresh, almost inspiring outlook for 
“‘peacetime’’ aviation. Those interested in this 
field will do well to thoroughly study “Civil 
Aviation and Peace.” 

Two supplementary sections entitled “Air 
Disarmament’’ and “Notes on Civil Aviation” 
contain much background information which 
will prove valuable to the reader in his analy- 
sis of Mr. Van Zandt’s opinions and conclu- 
sions written in the book proper. 

Reviewed by M. D. BUCKLEW, 
The Glenn L. Martin Company, 
Baltimore. 








t pres- 
| “‘mo- 
yS are 
onsid- 
prob- 
Is” of 
var to 
Sure 4 

Mr. 
- there 
prob. 
solve 
imita- 
e au- 
e but 
The 
as a 
strict 
rd as 


urn 


ery 


nat 
rat 








The Controller, January, 1945 








DOES YOUR SAFETY PROGRAM 


RE your employees so/d on your safety 
program? The answer must be “yes” 
before you can count your safety program a 
success. For records show employee care- 
lessness plays a part in 85% of industrial 
accidents! 

Selling safety to your personnel is the most 
important job done by our Safety Engineers 
—a job that can not be accomplished with 
posters, lectures and surveys alone. That is 
why Marsh & MSLennan methods are based 
on gaining cooperation from the men in your 
plant directly responsible for safety. As a 
result, they have been exceptionally success- 
ful in cutting down the frequency and severity 
of accidents on which casualty insurance rates 
are based. 


Really WORK? 


The experience of these Safety Engineers 
is a valuable extra you get when you appoint 
Marsh & MfLennan as your insurance broker 
... yet it costs you nothing. Call or write 
for full information without obligation. 


MARSH &« MELENNAN 


INCORPORATED 
INSURANCE 


Chicago New York 

Boston Detroit San Francisco 
Pittsburgh Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth 
Phoenix Columbus Indianapolis 
Portland ES EEE Milwaukee 

London Montreal Vancouver 


Established in 1871 






































Ww brought paper scarcity 
and made necessary getting 
more pieces per pound. Stationery 
and record-keeping papers were 
made thinner. Thanks to cotton 
fiber quality, thinner papers are 
available that are superior in 
every way than the usual weights 
of paper made only of wood pulp. 

When peace comes, profit by the 
lesson war taught in choosing 
paper for modern business. Letter- 
heads of cotton fiber are stronger, 
last longer and permit more erasing 
... They feel like quality, better 


representing your organization. 


Said the Stenographer to the Accountant: 
I like our new letterheads ... they save 
time and look far better. 


Said the Accountant to the Stenographer: 
Our higher quality record-keeping papers 


save time, too... and last longer. 





Permanence in records requires 
cotton content paper. In wartime 
your record-keeping papers had 
their quality improved by an in- 
crease in the percentage of cotton 
content. Now you know that a 
cotton fiber paper does a better 
job. You reduce waste and the 
paper lasts longer. 

When you buy such papers, 
specify PARSONS. Then you'll 
use the finest cotton content 
paper, made by a mill that spec- 
ializes in paper for modern busi- 
ness, made to reflect and record 
the quality of your organization. 





PARSONS PAPER COMPANY « HOLYOKE, MASSACHUSETTS 
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Positions Wanted 











Controller 


Controller with extensive manufacturing and 
engineering experience is available. In his 
present connection with a medium sized manu- 
facturing company he is in charge of account- 
ing, finance, taxes, legal matters, and labor re. 
lations of company and its subsidiaries, has 
successfully handled current renegotiation for 
all companies, has secured V-T Loan credit, 
and has been instrumental in developing ter. 
mination, and postwar plans and procedures, 
His experience has taken him into diversified 
industries—metals, woolens, woodworking, pa- 
per, insulation, books, and leather products, 
University trained, height 6 feet, age 48, mar- 
ried and 2 children. Interviews can be ar. 
ranged. Address Box Number 471, “The Con- 
troller,’ One East Forty-Second Street, New 
York 17, New York. 


Controller-Treasurer-Tax Executive 


Under 40, over 15 years executive, adminis- 
trative, financial and accounting experience in 
manufacturing, merchandising, finance and te- 
tail industries. 

Excellent ability in directing all internal 
functions, translating financial and operating 
reports into constructive action, developing 
close administrative controls, determining ac- 
counting procedures, handling all taxes, excel- 
lent banking contacts. Highest references. Ad- 
dress Box Number 213, “The Controller,’’ One 
it Forty-Second Street, New York 17, New 
York. 


Controller, Treasurer or Assistant to 
Senior Executive 


Twenty years of sound diversified experience 
in finance, accounting management. Installed 
budgets, cost and general accounting systems, 
knowledge of taxes, terminations and the like. 
Economic minded. Proven administrative abil- 
ity. Willing to assume responsibilities. Avail- 
able after January 1. Address Box Number 
470, THE CONTROLLER, One East Forty-Sec- 
ond Street, New York 17, New York. 





Buffalo Control Schedules 
Two Important Meetings 


Two important meetings were 
scheduled for early January by the 
Buffalo Control of The Institute. 
On January 9, the speaker will be 
Mr. Milton O. Loysen, executive 
director of the Division of Place- 
ment and Unemployment Insurance, 
State of New York. 

Following it, on January 12, a 
special luncheon meeting will be 
staged by the Buffalo Control and 
the Buffalo Chamber of Commerce 
at which Mr. Floyd Chalfant, Sec- 
retary, Department of Commerce, 
Commonwealth of Pennsylvania, 
will be the speaker on “Experience 
of the Commonwealth of Pennsyl- 
vania in Experience Rating for 
1944.” At the same luncheon, Mr. 
Thomas Donaghy, head of the 
compensation division of the De- 
partment of Labor and Industry of 
Pennsylvania is also scheduled to 
speak. 
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FIRST 
Offered by Burroughs 


Electric operation, with its smooth, sure, To make calculating easier . . . enclee +» faster, - | 
° A : ‘ . : | 
uniform key-action. é Burroughs has led for thirty-three years in the - 
Ty ee TC ue development of new machines and new features. 
sets of dials, for individual calculations and Nearly every major development in key-actuated 
roreatleate(ohiloleMohme| celsle Mel Mal-1mcel iol hs 
calculating machines during this period has_ 


Simplified subtraction, providing the fastest 
come from Burroughs. 


method of complementary subtraction on any 


Coaxelaitiohi-temmael(a'lrotiiste Murelaalal : 
~ As a result, the Burroughs line of calculators 


is most complete, making possible the selection 
Fraction keys, for easy handling of frac- of machines with the figure capacity and special 
tions, with automatic conversion into whole features best fitted for each job's needs. 
numbers. 


Direct subtraction, permits touch method of 
EY) ohigelatrolaMeolmellol(-> M@inlerel Its 


- Burroughs’ constant aim is the simplification of 
calculating work and elimination of unproductive 
operations. This involves a continuous study 
of calculating problems, job requirements and 
operating techniques, carried forward in close 
cooperation with businessmen and operators. 


Full cent key, which converts the decimal 
part of a cent to the nearest full cent. 


Only the leader can work in this way; only 
in this way can leadership be maintained. 
in the future—just as in the past— 
Burroughs will lead. 


BURROUGHS ADDING MACHINE CO., DETROIT 32 
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Burroughs 





IN MACHINES 
IN COUNSEL 
IN SERVICE 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE © BUSINESS MACHINE SUPPLIES. 
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INSTITUTE ACTIVITIES 








President Burbott Visits 
Quad-Cities Control 

The Institute’s National President, Mr. Ed- 
win W. Burbott, controller of A. B. Dick 
Company, Chicago, visited the Quad-Cities 
Control at its December 7th meeting. Mr. 
Burbott extended greetings, on behalf of the 
national officers and directors, to the members 
of the control at the dinner meeting held that 
evening. 

Institute's Termination 
Committee Meets 

The Institute’s Committee on War Contract 
Termination Policies and Procedures held its 
first meeting of the 1944-45 term under the 
chairmanship of Mr. Christian E. Jarchow, 
vice-president and controller of the Interna- 
tional Harvester Company, Chicago, at the 
Hotel Shelton, New York, on Wednesday, De- 
cember 13th. 


Philadelphia Control Will 
Mark toth Anniversary 

The 10th Anniversary Party, to commemo- 
rate the organization of the Philadelphia Con- 
trol of The Institute on May 27, 1935, is being 
planned by the officers and board of directors 
of the Control. It is expected that the occa- 
sion will be marked on Thursday, April 5, 
1945, and that guests of members will be in- 
vited to attend. 

The details for the 10th Anniversary Party 
are being handled by a committee composed of 
Messrs. Howard L. Gibson, Gibson Institute; 
Charles H. Yardley, The Penn Mutual Life In- 
surance Company; Allen L. Fowler, Day and 
Zimmerman, Inc., all of Philadelphia, and 
Alexander MacGillivray, Radio Corporation of 
America, of Camden, New Jersey. 


San Francisco Control 
Co-Sponsors Meeting 


The San Francisco Control of The Institute 
participated in a joint termination conference 
held on Tuesday, December 12th, in the audi- 
torium of the Pacific Gas and Electric Com- 
pany. The conference was also sponsored by 
The California Society of Certified Public Ac- 
countants, National Association of Cost Ac- 
counts, and Robert Morris Associates, and was 
designed to acquaint every business executive 
in the San Francisco Bay area with the fund- 
amentals of contract termination. 

Among the subjects discussed were the 
“Role of Public Accountants in Terminations,” 
“Review of Joint Termination Regulation and 
Joint Termination Accounting Manual,” “Out- 
line of Cost Principles Underlying Contract 
Termination Settlements.” The afternoon pro- 
gram included a general forum and discussion 
session. 





Eastern Conference in 
New York, March 18-19 
The Fifth Annual War Confer- 
ence of Controllers, covering par- 
ticularly members of the Control- 
lers Institute of America in the east- 
ern and southeastern section of the 
country, is scheduled to be held in 
New York at the Waldorf Astoria 
on Sunday-Monday, March 18-19. 
Further details as to program and 
other matters will be released shortly. 














14th Annual Meeting 
in Chicago 

The Board of Directors of The 
Controllers Institute of America has 
announced that the Fourteenth An- 
nual Meeting of the organization 
will be held in Chicago, September 
23-26, 1945, at the Stevens Hotel. 
This will be the third time that Chi- 
cago has played host to this annual 
gathering of controllers, the first 
having taken place during Septem- 
ber, 1942, and the second in October, 
1944. Details of arrangements and 
program developments will be an- 
nounced from time to time as soon 
as they are ready during the inter- 
vening months. Controllers are urged 
to reserve these dates now. 











Institute’s Library Adds Manual 
on Inventory Procedures 


The library of the Controllers Institute of 
America recently added a copy of a special 
manual “Year End Inventory Procedures” 
which covers the standard plans and procedures 
of the Sperry Gyroscope Company, Inc. of 
Brooklyn, New York. Prepared by Mr. Wil- 
liam A. Boyd, director of year end inventory 
of the company, who was assisted by Mr. Wil- 
liam P. Engle and Mr. Robert H. Hinck, the 
manual was developed and published in No- 
vember in order that inventory supervisors 
might be appraised of the company’s standard 
plans and procedures far enough in advance to 
enable them to make adequate pre-inventory 
preparations. 

Carefully produced, printed and bound, the 
manual carries a statement from the general 
manager of the company, Mr. P. R. Bassett, 
which authorizes the year end inventory as 
well as a statement from Mr. F. W. Kilduff, 
treasurer, as to the aims of the year end in- 
ventory. 

The manual includes a full set of forms, 
some of them reproduced in color, as well 
as details of the standard plan for the year end 
inventory, standard procedures for the physical 
phase of the year end inventory as well as the 
accounting phase, and miscellaneous year end 
inventory procedures. 


TWIN CITIES 

Topic: AUDIT PROCEDURES AND 

PRACTICES 

“Audit Procedures and Practices’’ was the 
subject for discussion by Mr. H. E. Nichols 
at the Twin Cities Control’s regular monthly 
dinner meeting held in the St. Paul Athletic 
Club on Tuesday, December 5. 


WESTERN MICHIGAN 
Topic: FEDERAL TAXES 


Mr. Thomas Minshull, chief accountant 
and comptroller of E. H. Sheldon and Com- 
pany, Muskegon, Michigan, was the speaker 
at the November 29th meeting of the Wes- 
ern Michigan Control held in the University 
Club, Grand Rapids. Mr. Minshull discussed 
capital gain and losses, carry over and carry 
back provisions, and bad debts reserves. 


Houston Control Planning 
Joint Meeting 

A special committee was appointed by 
Mr. L. V. Tracht, president of the Hous- 
ton Control, at the December meeting of 
the control, to arrange for a joint meeting 
in February for members of the Dallas, 
New Orleans and Houston Controls. The 
committee members include Mr. William 
W. Bland, McDaniel and Plummer Inter- 
ests; Mr. Harry B. Drennan, The Superior 
Oil Company; and Mr. William Vernon 
Baughn, Henke and Pillot, Inc. 





Letters from Controllers 











Pamphlet Valuable 


ARTHUR R. TUCKER 
Managing Director: 
Many thanks for the pamphlet ‘‘Application 
for Non-necessity Certificates.” 
This is a well written and informative piece 
of work, and came in handy. 
It is special service of this sort that makes 
membership in The Institute so valuable. 
W. H. HALLERBERG 
Master Specialties Company, 
Chicago, Illinois 


Outstanding Meeting 
ARTHUR R. TUCKER 
Managing Director: 

You are to be congratulated and all of us 
can be proud of the outstanding nature and 
success of our 13th Annual Meeting. The pro- 
gram was certainly well thought out in pick- 
ing the most important current and longer range 
problems, and the quality of the speakers, as 
a whole, impressed me as being superior to any 
previous meeting. 

GeorcE S. DIVELY 
Harris-Seybold-Potter Company 
Cleveland, Ohio. 





Mid-West Conference in 
Detroit, May 13-15 


Announcement of the dates for 
the Eighth Mid-Western Conference 
of Controllers which will be held in 
Detroit under the auspices of the 
Detroit Control of the Controllers 
Institute of America was recently 
made by Mr. A. I. Hawkins, of Tim- 
ken-Detroit Axle Company, who is 
president of the Detroit Control. 

The dates: May 13, 14 and 15. 

It is planned to hold the con- 
ference at the Hotel Statler and 
further details regarding program 
and other arrangements will be re- 
leased directly to the membership 
of The Institute through the pages 
of THE CONTROLLER in forthcom- 
ing months. 
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Keeping an eye on SALES 


through Remington Rand Punched-Card Accounting 


’ e KWIK-FAX - 


Only REMINGTON RAND 
makes the SYNCHRO-MATIC 





SYNCHRO-MATIC is a dual-duty 
hook-up which automatically 
punches tabulating cards, for sales 
and other analyses, at the same time 
the invoice is being produced on a 
Remington Rand Bookkeeping Ma- 
chine. The SYNCHRO-MATIC, 
thereby halves the time required to 
invoice and punch separately; as- 
sures absolute accuracy between in- 
voice data and sales records; and 
takes advantage of the speed and ac- 
curacy ofautomatic,mechanical tab- 
ulating to produce factual analyses. 
Full flexibility of alphabetical and 
numerical recording, another ex- 
clusive Remington Rand feature, 
adapts the operation to any invoice 
arrangement and any analysis re- 
quirement. 


BUY BONDS— Buy Victory and Peace 


The simplicity, accuracy and speed of this punched- 

card method enables sales executives of United Drug 

Company to keep an eagle eye on the sales, distribu- 

tion, and costs of over 8,000 products going to 8,000 
Liggett, Owl and Rexall stores. 


Volume merchandising of whatever nature 
demands quick, accurate, detailed informa- 
tion to permit executives to plug loss-leaks 
quickly, and to cash in on sudden, profit- 
making opportunities. Remington Rand 
Punched-Card Sales Accounting makes this 
information possible through the tabulation 
of more facts, faster, more accurately, and 
at lower cost than by any other method. 


E. R. Erlandson, Sales Accountant, United 
Drug Co., Boston, says: 


**We adopted Remington Rand Punched-Card and 
Tabulating Machines in 1922 to speed up our 
sales accounting work. It was a success from the 
start. Our sales executives, branch managers, and 
100 salesmen have come to depend upon the 
daily, monthly, and 4-months’ sales analyses, and 
the reports on costs of sales, as the basis of their 


individual handling of accounts, and as a test of 


the soundness of their sales decisions. Every 4 
months we tabulate an individual customer anal- 
ysis for each of the 8,000 stores, showing each 
one his purchases, divided among the 15 depart- 
ments, and comparing this year with last. If at- 
tempted manually, this analysis alone would be 
so costly as to be out of the question; in a 4- 
month period it will cover over 3,000,000 items. 
In addition we produce 50 other reports each 
month. Over 20 years’ use of some 200,000,000 
punched cards has convinced us of the accuracy 
of Remington Rand equipment.” 


The detailed story of how United Drug 
uses Remington Rand Punched-Card_ Ac- 
counting for Sales Control is contained in 
Certified Report No. 4402-6A, copies of 
which are available to interested executives 
by writing to our branch office nearest you, 
or direct to Remington Rand Inc.,. Tabula- 
ting Machines Division, New York 10, N.Y. 


Reminglon Koad 


PUNCHED-CARD ACCOUNTING 


%* The HOLE 
... the Symbol 


Write for: “The HOLE-STORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 





MARK of a System 


of Accuracy 
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OBITUARIES 








WILLIAM B. BARRETT 


Mr. William B. Barrett, secretary, treasurer 
and director of Hugo Stinnes Industries, Inc. 
of New York, and Hugo Stinnes Corporation, 
Baltimore, was struck and killed by an express 
train on December 7th near the station of his 
home community, Pelham Manor, New York. 

A member of the Controllers Institute of 
America since August 1937, Mr. Barrett, who 
was born in Brooklyn, had in his early busi- 
ness career been employed by several banking 
and accounting firms in New York. Later, he 
went to Germany as an accountant of the Rep- 
arations Commission. 

In Berlin he entered the employment of 
Price, Waterhouse and Company, and it was in 
this business connection that he became ac- 
quainted with the Stinnes organization. 

The American Stinnes properties had their 
origins in the great industrial interests of 
Hugo Stinnes, a German. In 1926, a wholly 
American organization bought the estate of 
Stinnes and now owns coal mines, coal han- 
dling businesses and real estate in Germany. 

Surviving Mr. Barrett are his wife, two 
daughters and two sons. 


JAMES RANDOLPH LANE 


A member of the first Board of Directors 
of The Controllers Institute of America, Mr. 
ames Randolph Lane passed away on Decem- 

t 6, 1944, after a short illness. He was 54 
years of age, and a native New Yorker. 

As an illustration of his deep interest in 
The Institute, he left, among his papers, a 
note requesting his wife to notify the national 
office promptly of his death, which came as a 
shock to his many friends in The Institute, as 
he had attended meetings of the New York 
City Control up to within two months of his 
passing. 

When The Institute was being organized it 
had thirty members. Mr. Lane was selected from 
among these to be one of the original Board 
of Directors, which numbered thirteen men. 
He attended the first meeting of the Board, 
held December 29, 1931, in the rooms of the 
Accountants Club, in what was then Hotel 
Montclair, now Hotel Belmont-Plaza, at Lex- 
ington Avenue and Forty-ninth Street, New 
York City. Mr. Lane is the first member of 
that group to be lost by death. Mr. Lane's 
membership certificate was number 24, and 
the official date of his election to membership 
was December 29, 1931, although his applica- 
tion for membership was among the first to be 
received, bearing date of December 3, 1931. 

His was a winning personality. He inspired 
his associates in those early days, made many 
valuable suggestions for advancement of The 
Institute and of controllership, and aided the 
cause in many ways, responding promptly to 
requests to take part in various activities and 
to serve on committees. His service as a mem- 
ber of the Board of Directors terminated in 
September, 1932. Thereafter he served for a 
number of years on the National Admissions 
Committee, for one year as chairman; on the 
Committee on Technical Information and Re- 
search, and others. 

Of late years he wrote book reviews for 
THE CONTROLLER, which were always read 
with interest as they were not of the per- 
functory type, but representative of careful 
study, with a background of wide experience. 

During all the time he was a member of 
The Institute he was controller of the New 
York Quinine and Chemical Works, with 
which he was connected for twenty years, for 
a time as auditor. 








Mr. Lane 


Mr. Lane served in the First World War 
as a corporal with the Fifty-third Pioneer In- 
fantry. Mr. Lane’s wife, Madeleine Watkins 
Lane; two daughters, Patricia and Ann Lane; 
his father, James R. Lane; and a sister, Miss 
Gladys Lane, survive him. 

In the line of seniority of membership in 
The Institute, Mr. Lane at the time of his 
death was number eight. His passing removes 
a potent voice and constructive advocate of 
high principles and progress, from the field of 
controllership. 7 Ne is Ie 


LEROY V. PORTER 


Leroy V. Porter, Controller of the New 
York Central System, died on December 22, 
1944, at his home in Bronxville, New York, 
after a long illness, aged 68 years. He had 
been associated with the company for forty- 
eight years. 

The passing of Mr. Porter removes one of 
the early members of The Controllers Institute 
of America, and an ardent supporter. Mr. 
Porter applied for membership in The Institute 
on February 11, 1932, about six weeks after 
it was formed, and was elected to member- 
ship on June 6, 1932, with membership cer- 
tificate number 66. At the time of his death 
he was twenty-sixth in line of membership 
seniority. For several years Mr. Porter served 
on the National Board of Directors of The 
Institute, was at one time a Vice-President, and 
for a term was Chairman of its Executive Com- 
mittee. He served also on several of its most 
important committees. 

Mr. Porter’s record in The Institute is. im- 
pressive. He served on the Board of Directors 
during the years 1933 through 1939, and was 
a vice-president of The Institute in 1938-1939. 
He was a member of The Institute’s Commit- 
tee on Stock Exchange Relations during the 
years 1932-1933 and 1933-1934; a member of 
the Committee on Professional Standing, 1932- 
1933; of the Budget and Finance Committee, 
1935-1936; as chairman of the Budget and 
Finance Committee, 1938-1939; as a member 
of the Executive Committee, 1935-1936; and 
as chairman of that Committee, 1936-1937; as 





a member of the Planning Committee, 1936- 
1937 and 1937-1938; as a member of the Ad. 
visory Council from August 31, 1939 to Au- 
gust 31, 1943. These activities and services 
made him an outstanding figure in the organi- 
zation. 

Mr. Porter’s grasp of controllership prob. 
lems, his high standing in the railroad world, 
his wide acquaintance with business men, his 
seriousness of purpose combined with a genial, 
friendly disposition, quickly made him a leader 
in The Institute. He numbered his friends in 
the hundreds. His contribution to the upbuild- 
ing of controllership was noteworthy. 

Mr. Porter was a native of Hopkins, Michi- 
gan. He started his career at twenty as a tele- 
graph operator with the Indiana, Illinois & 
Iowa Railroad, now part of the New York 





Mr. Porter 


Central. In 1909 after progressing steadily to 
more important positions, he was transferred 
from Cleveland to New York as chief clerk 
to the vice-president in charge of accounting. 
He became assistant controller in 1918, and 
controller in 1930. Seven years later he was 
promoted to assistant vice-president and con- 
troller. 

He left his wife, Mrs. Emma Marie Porter, 
three daughters, and five sons. Mr. Porter's 
smiling presence will be sorely missed from 
controllers’ gatherings and councils. 

Ae R55 


ROBERT WICKES 


Mr. Robert Wickes died on December 5th 
in Doctor’s Hospital, New York. Mr. Wickes 
was born in Osceola Mills, Pennsylvania, was 
graduated from the University of Pittsburgh, 
worked as a certified public accountant in 
Pittsburgh and later as manager of the Fort 
Wayne, Indiana, plant of the Koppers Com- 
pany, of Pittsburgh. 

A member of the Controllers Institute of 
America since March 1942, and holder of 
membership certificate number 2156, Mr. 
Wickes was one of the original group which 
organized the Springfield Control of the In- 
stitute and at the time of his death was vice 
president of the Springfield Control and chait- 
man of its program committee. 

He was comptroller and office manager of 
American Anode, Inc., a subsidiary of the B. F. 
Goodrich Company, of Akron, Ohio, for three 
years before going to Springfield to the home 
office of the American Bosch Corporation in 
January 1942. 
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The most important day in the week 


IT’S PAYDAY... the most important day in the week to the majority of your employees. To you, it 
may seem to be a tedious job which takes clerical help from other needed duties. Even then, chances 
are, it’s a struggle to get the payroll out on time. Why not let us show you how to solve your pay- 


day problems as we have shown hundreds of other employers? 


LIKE THIS... with a National Payroll Machine one girl can make out 
between 100 and 150 paychecks an hour with all earnings and deduc- 
tions shown on the employee’s earnings statement, on the earnings card 
and the payroll journal. At the same time the machine accumulates 
totals of each class of hours, earnings and deductions... and in addition, 
earnings and withholding balances to date are shown on the earnings card. 





Call your National representative now. 
Ask him about the National Payroll 
Machine. He will show you facts that 
will convince you that a National ma- 
chine can save you:‘time and money 
in handling your payroll. 

It makes no difference whether you 
pay by cash or check. In case of pay- 
ment by check, the machine prints 





all earnings and deductions on the 
employee’s earnings statement. In 
case of cash payment it prints this 
information on the cash envelope. 


Ask your secretary to look up the 
National representative’s telephone 
number in the phone book now. Na- 
tional Payroll Machines are available 
through priorities. 





“OUR FIRM* achieved a 15% saving in clerical help while 
increasing the number of checks by 25% with a National 
Payroll Machine. Checks were ready two days earlier than 
ever before possible.”’ 


CASH REGISTERS ® ADDING MACHINES 


ACCOUNTING-BOOKKEEPING MACHINES 


THE NATIONAL CASH 
REGISTER COMPANY 


*Name of firm on request 
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MEETINGS OF CONTROLS 








ATLANTA 
Topic: SIMPLIFIED BILLING 


“Simplified Billing’ was the subject for 
discussion by Charles Dicken, credit man- 
ager of Davison’s, at the November 28th 
dinner meeting of the Atlanta Control of 
The Institute held in the Piedmont Hotel. 


BALTIMORE 
Topic: FEDERAL CORPORATE TAXES 


The regular December meeting of the Bal- 
timore Control was held jointly with the 
Baltimore Chapter of the National Associa- 
tion of Cost Accountants on December 5 in 
the Emerson Hotel. Mr. M. E. McDowell, 
head of the Tax Department of the Standard 
Oil Company of New Jersey, New York, was 
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the speaker. His subject was ‘Outlook for 
Federal Corporate Taxes.” 

Members of the local control were also in- 
vited to attend the December 12 meeting of 
the Maryland Association of Certified Pub- 
lic Accountants at which Mr. Randolph E. 
Paul, noted authority on taxation, was the 
speaker. 


BOSTON 
Topic: INVENTORY CONTROLS 


Mr. Maurice E. Peloubet, partner of Pog- 
son, Peloubet and Company, New York, pre- 
sented an address on “Inventory Controls in 
Anticipation of Postwar Conditions” at the 
December 19th regular monthly meeting of 
the Boston Control held at the Engineers 
Club. Mr. Peloubet has worked closely with 
the U. S. Treasury and other government de- 
partments over a period of years, and is a 
specialist in the mining industry. 


BRIDGEPORT 
Topic: SECTION 722 
Dr. Arthur O. Dahlberg, president of the 
United States Economic Corporation, New 
York, made a presentation on “Statistical 
Phases of Section 722 of the Revenue Act,” 
at the regular monthly meeting of the 
Bridgeport Control held Wednesday, De- 
cember 6th, at the University Club. 


BUFFALO 
Topic: WORKMEN’S COMPENSATION 
LAW 
The Buffalo Control held its regular meet- 
ing on December 5th at the Buffalo Athletic 
Club. Mr. Donald L. Hayes, secretary of 
Laverack-Haines, Inc., specialist in compen- 
sation insurance, discussed “1944 Amend- 
ments to’the Workmen’s Compensation Law 
of the State of New York.” 


CHATTANOOGA 
Topic: SECTION 722 
An open forum discussion of the Govern- 
ment Bulletin issued on Section 722 took 
place during the Chattanooga Control’s 
monthly dinner meeting held in the Read 
House, on December 5,. 


CHICAGO 
Topic: SECTION 722 
At the regular meeting of the Chicago 
Control held on Tuesday, November 28, at 
the Union League Club, Mr. J. Paul Grogan 
of Arthur Andersen and Company, made a 
presentation on “Current Developments in 
Administration and Interpretation of Section 
722.” Mr. Grogan is an attorney who has 
specialized on the relief provisions of the Ex- 
cess Profits Tax. 


CINCINNATI 
Topic: POST WAR BUSINESS 


Dr. H. H. Beneke, professor in the school 
of Business Administration, Miami University, 
was the featured speaker at the meeting of the 
Cincinnati Control of The Institute held at the 
Netherland Plaza Hotel on December 12th. 
“The Post War Business Pattern” was the sub- 
ject for discussion. 

The Control had as its guest, Mr. Paul 
Haase, assistant secretary of The Institute, who 
discussed the current and proposed activity of 
The Institute. 





CLEVELAND 
PANEL DISCUSSION 
The Cleveland Control of the Institute 
held its regular monthly meeting on Decem- 
ber 12th in the Cleveland Hotel. ‘What 
Controllers Are Doing to Assist Manage- 
ment’ was the subject for discussion. Par- ° 
ticipants in the panel were W. M. Brown, 
Auditor of Robinson Clay Products; C. L. 
Cole, controller of Glidden Company; W. C. 
Miller, assistant controller of the Industrial 
Rayon Corporation; H. L. Patch, controller 
of the Standard Oil Company of Ohio; R. J. 
Snyder, division auditor, Steel and Tube Di- 
vision of the Republic Steel Corporation; 
and M. W. Thernes, secretary-treasurer of 
the Ohio Public Service Company. 


DAYTON 
Topic: CARRY-BACK PROVISIONS 
The regular monthly meeting of the Dayton 
Control was held on December 14 at the Van 
Cleve Hotel. Mr. E. Q. Brandt, a practicing 
tax accountant of Columbus, led a discussion 
of the carry-back and carry-forward provisions 
of the federal income tax law. Mr. Brandt was 
formerly with the Internal Revenue Depart- 
ment in Cincinnati and is a former referee in 
tax. cases. Following the meeting, a motion 
picture entitled “Aftermath of War Produc- 
tion’’ was shown. 


DETROIT 
Topic: CONTROLLERSHIP 
Mr. R. J. Goldie, executive vice president of 
Timken-Detroit Axle Company, was the guest 
speaker at the December 20 regular monthly 
meeting of the Detroit Control which was held 
at the Hotel Statler, and chose “A Managing 
Executive's Concept of Controllership’” for his 

presentation. 


DISTRICT OF COLUMBIA 
Topic: INFLATION 


Mr. William Gordon Buchanan, C.P.A., 
was the guest speaker at the regular monthly 
meeting of the District of Columbia Con- 
trol of the Institute which was held at the 
Carlton Hotel on December 19th. He pre- 
sented an address on “Inflation.” 


HARTFORD 
Topic: INSURABLE VALUES 
Mr. James R. Hale, of the Hartford Fire 
Insurance Company, discussed ‘“Determina- 
tion of Adequate Insurable Values” at the 
December 14th meeting of the Hartford 
— held at the Waterbury Country 
Club. 


HOUSTON 
JOINT MEETING PLANS 

The officers and directors of the Houston 
Control are considering plans for a joint meet- 
ing early in 1945, with the membership of the 
Dallas and New Orleans Controls of The In- 
stitute. Further details will be announced as 
soon as plans are completed. 

At its December 19 meeting, the Houston 
Control heard a presentation by Mr. Gay Car- 
roll, a member of the Control, who is comp- 
troller of the Humble Oil and Refining Com- 
pany. 


INDIANAPOLIS 
Topic: TAX DEVELOPMENTS 
Mr. Troy Thurston, C.P.A., discussed “Re- 
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HERE’S PROOF IN THE WORDS OF A FRIDEN USER... 


“I actually work thousands of problems without ever hay- 
ing to clear the dials or the keyboards. For on my new 
Fridén Calculator they are Cleared Automatically, without 
effort or even thought on my part. There is absolutely 
no chance for uncleared dials or keyboards from pre- 
vious problems to cause errors. 

I can tell by the increased amount of work I turn out and 
by its perfect accuracy...as well as by how much better 
I feel at the end of the day...this one Fridén Feature is 
worth its weight in gold to me.” 

Telephone or write your local Fridén Representative or 
the Home Office in San Leandro, California for complete 
information regarding these Calculators which are avail- 
able, when applications for delivery have been approved 
by the War Production Board. 


FRIDEN Mechanical and Instructional Service is avail- 
able in approximately 250 Company controlled: Sales 


Agencies throughout the United States and Canada. 


FRIDEN Calculating Machine Co., Inc. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S. A.« SALES AND SERVICE THROUGHOUT THE WORLD 
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cent Developments in Taxation” at the regular 
monthly meeting of the Indianapolis Control 
held on December 13th at the Lincoln Hotel, 
Mr. Thurston is a partner of the George §. 
Olive Company, a member of the American In- 
stitute of Accountant's Committee on Federal 
Taxation, Indiana Association of C.P.A., for- 
merly a representative of the U. S. Treasury 
Department as Revenue Agent in charge dur- 
ing the years 1936-1943 inclusive, and a lec- 
turer on taxation at the Indiana University Ex- 
tension Division. 

Mr. Paul Hasse, assistant secretary of The 
Controllers Institute, preceded Mr. Thurston 
with a detailed account of The Institute’s cur- 
rent activities and future plans. 


KANSAS CITY 
ROUND TABLE DISCUSSION 
“Year End Accounting Adjustments” was 
the subject for discussion at the December 
11th round table discussion meeting of the 
Kansas City Control. Among the topics dis- 
cussed were contract termination liabilities, 
tax liabilities and postwar credits, deprecia- 
tion on fully depreciated assets, salary and 
wage regulation problems, and others. 


LOS ANGELES 
CHRISTMAS PARTY 


The Los Angeles Control of the Institute 
held its Christmas Party on December 21st 
at the Hotel Clark. 


LOUISVILLE 
Topic: POSTWAR FINANCING 

At the November 29th meeting of the 
Louisville Control of the Institute held in 
the Pendennis Club, Mr. Walter E. Hoadley, 
Jr., industrial economist with the Federal 
Reserve Bank of Chicago, made an address 
on “Financing for Postwar Expansion.” 

“Policies of the War Department on Pre- 
planning of Termination” was the subject 
for discussion by Colonel J. C. Shouvlin of 
the Army Service Forces, Cincinnati Ord- 
nance District, at the regular monthly meet- 
ing of the Louisville Control held on Octo- 
ber 25th at the French Village Restaurant. 


MILWAUKEE 


Topic: CARRY-OVER AND CARRY- 
BACK 

At the December 12th meeting of the Mil- 
waukee Control held at the University Club, 
Mr. Harvey Peters, tax counsel, discussed 
“Carry-over and Carry-back Provisions of the 
Income Tax Laws.” Mr. Peters is licensed to 
practice before the Treasury Department and 
also the U. S. Tax Court, and is well versed 
on the subject discussed. 


NEW YORK CITY 
Topic: CORPORATE FRANCHISE TAX. 


Mr. Rollin Browne, Commissioner of Tax- 
ation and Finance, and President of the Tax 
Commission of the State of New York, dis- 
cussed “The New York State Revised Cor- 
porate Franchise Tax” at the regular monthly 
meeting of the New York City Control 
held in the Hotel New Yorker on Decem- 
ber 14. Until his appointment by Governor 
Dewey on February 15, 1943, as Commis- 
sioner of Taxation and Finance and President 
of the State Tax Commission, Mr. Browne 
was a member of the firm of Mitchell, Tay- 
lor, Capron and Marsh, which specializes in 
tax work. 


PHILADELPHIA ‘ 
Topic: TAXATION 

Mr. Alger B. Chapman, New York attor- 
ney and a partner of the law firm of Alvord 
and Alvord, Washington, D. C., discussed 
“Current Trends in Taxation” at the reg- 
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ular meeting of the Philadelphia Control 
held on Thursday, December 7, in the War- 
wick Hotel. 


PITTSBURGH 
CHRISTMAS PARTY 


The Pittsburgh Control of the Institute 
held its Annual Christmas Party on Decem- 
ber 18th in the Duquesne Club. 


PORTLAND 

Topic: PENSIONS AND PROFIT-SHAR- 

ING PLANS 

Mr. Gordon Orput made a presentation on 
“Pensions and Profit-Sharing Plans’ at the 
November 17th monthly meeting of the 
Portland Control held at the Heathman 
Hotel. 


QUAD CITIES 
Topic: FINANCIAL CONTROLS 


Mr. G. C. Ellis of McKinsey, Kearney and 
Company, management engineers, of Chi- 
cago, made a presentation on “Financial Con- 
trols and Their Importance to Management” 
at the Control’s regular monthly meeting 
held on December 7 in the Blackhawk Hotel, 
Davenport, Iowa. 


ROCHESTER 
Topic: INSURANCE 
Two discussion leaders, Mr. P. H. Kelsey, 
Vice President, Marsh and McLennan, New 
York City, and Mr. John O. Shields, Man- 
ager, Brokerage Department, Employers Mu- 
tual Insurance Company, New York City, 
led the members of the Rochester Control at 
their November 29th dinner meeting in the 
Rochester Club, in a discussion of insurance, 
with emphasis on casualty coverages. 


ST. LOUIS 
Topic: ANNUAL REPORT TO STOCK- 
HOLDERS 


The regular monthly meeting of the St. 
Louis Control was held on November 28th 
at the Hotel Statler. “Annual Report to 
Stockholders” was the subject for discussion 
by Mr. Robert S. Warner, who is the Res- 
ident Partner of, Lybrand, Ross Brothers and 
Montgomery, and also a member of the Mis- 
souri State Board of Accountancy and the 
American Institute of Accountants. 


SAN FRANCISCO 
CHRISTMAS PARTY 
A Christmas Party was held at the Athens 
Athletic Club on December 21st by the San 
Francisco Control. 


SEATTLE 
ROUND-TABLE DISCUSSION 


The Seattle Control held a round-table 
discussion on “Inventory Control” at its 
November 30th meeting in the Washington 
Athletic C!ub. The discussion was handled 
in its varicus phases in different types of 
business by several members of the Control 
who pointed out the manner in which in- 
ventory controi ‘s handled from a practical 
standpoint by various firms represented. Mr. 
Harold E. Nelson, General Timber Service, 
Inc., of St. Paul, Minnesota, was a guest at 
the meeting and presented greetings from 
the Twin Cities Control of The Institute, of 
which he is a member. 


SYRACUSE 
ANNUAL MEETING REVIEW 
The Syracuse Control of the Institute held 
a round table discussion at its regular 
monthly meeting on December 19th in the 
Hotel Syracuse. The discussion centered 





around the highlights of the Annual Meet- 
ing of The Institute held in Chicago. 


TOLEDO 
Topic: OFFICE OPERATIONS 

Mr. William F. Webb, of Textilether Cor- 
poration, who is vice president of the Toledo 
Control, led a discussion on ‘Streamlining Of- 
fice Operations” at the regular monthly meet- 
ing of the Toledo Control held on December 
14th at the Hotel Secor. 

Mr. Paul Haase, assistant secretary of The 
Institute, was a guest at the meeting and re- 
ported on the various current and proposed 
activities of The Institute. 
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EXCESS PROFITS TAX 
(Continued from page 28) | 











If, however, a taxpayer has made a 
deferment of excess profits tax and, be- 
cause of partial or full disallowance of 
its application for relief, the deferment 
gives rise to a net deficiency, such de- 
ficiency bears interest from the due date 
of the return on which the deferment 
was claimed. The theory behind this 
provision is that the taxpayer has had 
the use of money ultimately found to 
belong to the Government and he 
should, therefore, pay interest for the pe- 
riod of use which runs from the due date 
of the return to the date of payment. 

Thus, assume the case of a taxpayer, 
not subject to the 80 per cent. tax 
limitation, who, for the calendar year 
1942, filed a claim for an increase of 
credit in the amount of $100,000 and 
deferred $29,700 (33 per cent. of 
$90,000, the excess profits tax on 
$100,000 at 1942 rates). 

If the claim is allowed in full, the net 
reduction in tax is $50,000, the differ- 
ence between the excess profits tax at 
90 per cent. and the normal and surtax 
at 40 per cent., and the net savings is 
$41,000 after reduction of post-war re- 
fund. In this instance the taxpayer 
would receive a refund of $20,300, the 
difference between the reduction in tax 
and the amount deferred, and this net 
amount bears interest only from Sep- 
tember 15, 1945 or one year after the 
application was filed, whichever is later. 

At the other extreme, if the claim is 
disallowed in its entirety the entire 
amount of the tax deferred is due and 
payable with interest from the due date 
of the return. It is apparent that if the 
tax has been deferred for a number of 
years the accumulated deferment will be 
substantial, heavy interest charges will 
have been incurred, and the burden of 
paying the accumulated deferment and 
interest may be severe unless a conserva- 
tive financial policy has been followed 
in respect of the funds made available 
by the deferment. 

If the claim is finally allowed only in 
the amount of $60,000 the net tax re- 
duction is $30,000 and the interest on 
the $300 difference between this amount 
and the deferment of $29,700 is negli- 
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PAPERS made from 100% 
new white cotton cuttings 
save critical war materials. 
Yet the most durable L. L. 
Brown ledgers*, instead of 
ordinary papers, add less 
than | %toaccounting costs, 


yet guarantee 100% protec- 
tion—utmost resistance to 


wear. Ask your printer for 
samples of the following: 


LL BROWN 
LEDGER PAPERS 


od a ea 
100% New White Linen & Cotton Fibres 


* ADVANCE LINEN LEDGER 
100% New White Cotton Fibres 


FORWARD LINEN LEDGER 
100% New Cotton Fibres 


L. L. BROWN’S FINE 
85% New Cotton Fibres 


GREYLOCK LINEN LEDGER 


75% New Cotton Fibres 


ESCORT LEDGER & MACHINE POSTING 
50% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN PAPER CO. 
ADAMS, MASS. 
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gible. On the other hand, if the claim 
is allowed only in the amount of 
$40,000, the net reduction is only 
$20,000 and the difference of $9,700 
bears interest from the due date of the 
return. 

It is apparent from the foregoing that 
all taxpayers who have filed relief 
claims should give realistic considera- 
tion to the merits of their claim before 
deciding on the advisability of making 
deferment of excess profits tax on re- 
turns now: being filed or to be filed in 
the future. Those whose claims have 
been, or are being, reviewed are in the 
more fortunate position of having some 
indication as to the extent to which the 
Treasury Department may recognize 
their claim, and may be better able to 
appraise the benefit or cost of prior and 
future deferments. But all applicants 
whose cases have not been closed should 
remember that some years may pass be- 
fore final settlement of their claims and 
that, in the meantime, the claim may 
have been scaled down by various agreed 


adjustments. 
In such circumstances the taxpayer 
can continue to defer tax on the 


basis of its original application, unless 
an amended application has been filed, 
but to do so will be undesirable unless 
the scaled down amount is equal to or 
greater than 60 per cent. of the original 
amount of the claim. If the claim is 
scaled down by more than 40 per cent., 
or the indications are that substantial 
reductions will have to be made, con- 
tinued deferment on the basis of the 
original application will result in the ac- 
cumulation of a substantial burden of 
deferred tax and interest. 

Where deferment has been made in 
the past, or is made on the current or 
future returns, the uncertainties of final 
recovery under applications for relief 
make it necessary that a highly conser- 
vative policy be followed with reference 
to the use of the deferred tax prior to 
final determination of the application 
for relief. In fact, it appears that a 
sound policy of financial management 
dictates that funds be segregated to meet 
this potential liability, until the final 
determination shows that such funds 
will not be required. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held December 1, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 


WESLEY C. AHLGREN 
Bird and Son, Inc., East Walpole, Massa- 
chusetts. 

EvERETT S. BABYLON 
The Cincinnati Economy Drug Company, 
Cincinnati. 

ROBERT R. BAYSINGER 
Schick Incorporated, Stamford, Connecticut. 


NATHAN J. BEALS 
Creole Petroleum Corporation, New York 
City. 

W. A. BoyLe 
United States Hoffman Machinery Corpora- 
tion, New York City. 

GILBERT B. BROWN 
State Farm Insurance Companies, Blooming- 
ton, Illinois. 


THEODORE G. BROWN 
Western Crown Cork & Seal Corporation, 
San Francisco. 

JosEPH J. CLAIR 
Metropolitan Life Insurance Company, New 
York City. 


PAUL M. DOLLARD 
American Type Founders, Inc., 
New Jersey. 
MONROE H. DOOLITTLE 
The Bead Chain Manufacturing Company, 
Bridgeport, Connecticut. 
GEORGE M. DoyLeE 
Crocker First National Bank 
cisco, San Francisco. 
SAMUEL B. EARNEST 
Cadillac Motor Car Division, General Mo- 
tors Corporation, New York Branch, New 
York City. 
GORDON EDWARDS 
Hydrox Corporation, Chicago. 


RUDOLPH EPSTEIN 
Eureka Shipbuilding Corporation, 
burgh, New York. 
JOHN G. FARRAR 
General Electric 
New York. 


B. G. FORREST 
Wilbur-Suchard Chocolate 
Lititz, Pennsylvania. 


Elizabeth, 


of San Fran- 


New- 
Schenectady, 


Company, 


Company, Inc., 





Position Open 











Cost Head 


Large rapidly expanding manufacturer with 
unusual future prospects is looking for man 
with outstanding ability and experience in 
costs. Qualifications include: Age 35-45, Uni- 
versity degree in Electrical or Industrial En- 
gineering; also thorough training in account- 
ing. Must have heavy experience in cost ac- 
counting, particularly standard costs, and have 
carried with notable success, the full operating 
responsibility for product costs in manufactur- 
ing companies employing not less than 10,000 
workers. Salary open. Applicant must be able 
to earn a high salary. Give full information 
including age, experience, education, past 
earnings and attach small photo. Address Box 
Number 469, “The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Harry M. FREY 
Towmotor Corporation, Cleveland. 

CLINTON C,. FULLER 
American Blower Corporation, Detroit. 

CLYDE E. HEGMAN 

Cargill, Incorporated, Minneapolis, Minne- 
sota. 

JosEPH D. HoBson 
Hemphill Company, Central Falls, Rhode Is- 
land. 

MILTON R. HuBSscCH 
The Union News Company, New York City, 

ARTHUR W. HUFF 
B. F. Avery & Sons Company, Inc., Louis- 
ville, Kentucky. 

ALBERT J. JAMES 
Cargill, Incorporated, Minneapolis, Minne- 
sota. 

RAYMOND G. JOHNSON 
‘Cine Simplex Corporation, Syracuse, New 
York. 

ARTHUR E. LINDSTROM 
Carter Products, Inc., New York City. 

ADOLPH G. LURIE 
Westvaco Chlorine Products 
New York City. 

CHARLES V. LYNCH 
Philadelphia Record Company, Philadelphia. 

JOHN C. McDONALD 
J. L. Stifel & Sons, Inc., Wheeling, West Vir- 
ginia. 

E. F. MCDONNELL 
Arcady Farms Milling Company, Chicago. 

HAROLD A. MACKINNON 
General Electric Company, Schenectady, New 
York. 

JAMES A. MAROHN 
Ohio Injector Company, Wadsworth, Ohio. 

DoNALD L. MILLHAM 
General Electric Company, Schenectady, New 
York. 

RALPH W. RAGER 
Oil Well Supply Company, Dallas, Texas. 

J. LINCOLN SCHOFIELD 
Faber, Coe & Gregg, Inc., New York City. 

JOHN D. Simpson 
Denman Tire and Rubber Company, Warren, 
Ohio. 

Douc.ias H. SWANSON 
Empire State, Inc., New York City. 

GEoRGE L. Topp 
The Bullard Company, Bridgeport, Connecti- 
cut. 

LAWRENCE G. WILLIAMS 
Trinity Portland Cement Company, Dallas, 
Texas. 

ROBERT S. WILLIAMS 
The United Gas 
Philadelphia. 

WILLIAM B. YODER 
Philco Corporation, Philadelphia. 


Corporation, 


Improvement Company, 





Election of the 40 new 
members named above 
brings the membership 
of The Institute to 
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